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WEDNESDAY, JUNE 17, 1959 
U.S. SENATE, 


SUBCOMMITTEE ON RerarLinG, DisTRIBUTION, 
AND Farr TRADE PRACTICES, OF THE 
SeLecr CoMMITTEE ON SMALL BusIness, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10:05 a.m., in room 424, 
Old Senate Office Building, Senator Wayne Morse presiding. 

Present: Senators Morse, Scott, and Humphrey, chairman of the 
subcommittee (Senator Humphrey presided during the afternoon ses- 
sion). 

sd present: Wilson C. Hefner, administrative assistant to Senator 
Wiley, and Joe Skubitz, administrative assistant to Senator Schoeppel. 

Eugene P. Foley, counsel to the subcommittee. 

Senator Morsr. The hearing will come to order. 

This is the first of 3 days of hearing by the Subcommittee on Re- 
tailing, Distribution, and Fair Trade Practices of the Senate Small 
Business Committee. 

These hearings are concerned with dual distribution in the automo- 
tive tire industry, that is, with the alleged practice of the manufac- 
turer of rubber tires competing on the retail level with its own retail 
tire dealer. The Senate Small Business Committee is engaged in con- 
ducting a series of these investigations. 

Last year the committee looked into dual distribution in the flat 
glass industry.’ The committee is examining one industry at a time 
in an effort to learn in detail the forces causing this forward move- 
ment of suppliers in certain industries. It is expected that some of 
these forces are common to all these industries and can thereby be 
dealt with in a general manner. 

It is the purpose of these hearings, therefore, to give a thorough 
and comprehensive review of these problems, and I want to say to the 
parties to the hearing that if you ever had, as chairman of a hearing, 
aman who is without any preconceived ideas about the problem before 
us, you have got one this morning. 

I consider this, so far as I am concerned, a seminar, and I am going 
to sit as a very much interested student and shall await with great in- 
terest the development of the various points of view that are sub- 
mitted for this record. 

I have able counsel with me, Mr. Foley, who has studied this matter 
in some detail, and I shall delegate to him the task of asking most of 


1Hearings, July 30, 31, and Oct. 9 and 10, 1958, “Competitive Problems of Inde 
pendent Flat-glass Dealers.” 
1 








2 DUAL DISTRIBUTION IN AUTOMOTIVE TIRE INDUSTRY 
the questions that will be asked, save and except as some testimony 
arouses in me an interest to press for an examination. 

The chairman of the committee is Senator Humphrey, who could 
not be here this morning, and I am pleased to serve in his capacity. 

The first witness will be Mr. W. W. Marsh, executive secretary of 
the National Tire Dealers and Retreaders Association. 

Mr. Marsh, will you come forward, please ? 

Mr. Sxusirz. Mr. Chairman, I am Joe Skubitz, and I am Senator 
Schoeppel’s administrative assistant. The Senator is tied up in the 
executive session of the Interstate Commerce Committee and asked 
me to sit in for him this morning. 

Senator Morse. We are delighted to have you with us. 

Let the record show the presence of Senator Schoeppel’s representa- 
tive. I want you people to feel free to ask any questions. 

Mr. Marsh, we are very glad to have you with us, and you may 
proceed in your own way. 


STATEMENT OF W. W. MARSH, EXECUTIVE SECRETARY, NATIONAL 
TIRE DEALERS & RETREADERS ASSOCIATION, INC., WASHING- 
TON, D.C. 


Mr. Marsn. Thank you, Senator. 

My name is Winston W. Marsh. I am the executive secretary of 
the National Tire Dealers & Retreaders Association. We represent 
over 3,000 independent, local tire dealers who sell and service auto- 
mobile and truck tires. We do not represent tire manufacturers, 
company stores owned and operated by the larger manufacturers, 
chainstores, or service stations owned or controlled by oil companies. 
The independent tire dealers who belong to this association are lo- 
cated in every State, handle the tires of every manufacturer who dis- 
tributes through dealers, and include small and large dealers, both 
wholesalers and retailers. Each of them is dependent upon his own 
capital, selects the merchandise in which he deals, and builds his own 
business in his local community. 

During the last 4 years independent tire dealers have lost a sub- 
stantial part of the truck tire and tube business they formerly en- 
joyed. Their suppliers, the tire manufacturers, are now selling di- 
rectly to many local truckers and users at prices equal to and in many 
cases below those at which even the largest dealers can buy. As a 
result many dealers have lost important business, many have been 
excluded entirely from the truck business, and others, in order to 
maintain volume and retreading business, have been compelled to ac- 
cept a service commission which does not meet their cost for delivering 
and servicing sales made directly by manufacturers. 

The recent development of direct selling by manufacturers to the 
dealers’ former customers is an aggravated extension of two long- 
standing tire company policies: 

¢ 1) The operation of company-owned stores in local markets, 
an 
(2) Direct sales to national accounts. 

I wish to make it clear that the practice of selling direct to local 

users which has grown like a cancer in the last 4 years is funda- 
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mentally different from national account selling. National account 
sales, as the term is known and used in the industry, are sales made 
by the tire companies’ national sales organizations to industrial con- 
cerns or fleet operators doing business throughout or in a substantial 
part of the United States. Such concerns are recognized by tire 
companies as national accounts and are permitted to buy direct at a 
volume price, under centralized billing by the factory. The kind of 
direct selling we are now talking about may appropriately be de- 
scribed as national sales to local accounts, to distinguish it from 
national sales to national accounts. Since 1955, the tire companies 
have directly entered local markets and are now actively soliciting 
the truck business of local industrial and commercial concerns, some- 
times on individual sales of even two or four tires. 

This situation threatens the ruin of independent tire dealers. No 
dealer can successfully compete against manufacturers willing to sell 
to the ultimate consumer at prices equal to or lower than those avail- 
able to dealers. The loss of truck business weakens the ability of the 
independent tire dealer to compete for passenger tire business against 
local stores operated by manufacturers and against such mass mer- 
chandisers as oil-company service stations, and chainstores. If inde- 
pendent dealers are excluded entirely from any substantial truck 
business there will be grave danger of monopoly control over the dis- 
tribution of tires. 

The NTDRA welcomes this opportunity to discuss these problems in 
the formal manner provided by these hearings. We are anxious to 
cooperate in every appropriate way with the tire manufacturers in 
seeking constructive and fair solutions to our common problems, 

The association has a long record of working with the tire manu- 
facturers on industry improvements. Let’s take the direct selling 
problem itself. Since 1955 there have been seven resolutions adopte 
on the problem: 1955, 1956, and 1958 at the annual membership meet- 
ing (four resolutions) November 1956 and January 1959 at the execu- 
tive commitee meetings (two resolutions) October 1957 board of direc- 
tors meeting (one resolution). 

These resolutions reflected the desire of the dealers to have the manu- 
facturers take action to relieve this problem. 

During December or January of each year since 1955 the officers of 
the association in their annual visitation with the individual top ex- 
ecutives of the tire manufacturers have discussed this problem in detail 
and requested relief. 

At the individual meetings of the dealers selling the same brand of 
tires at the convention in 1958 this problem was a matter of discussion 
during at least three of the meetings. 

We have hoped that the industry might be able to solve its own 
problems; but like the problem on tire advertising, when the FTC 
stepped in at our request, we have had to go to the U.S. Senate in 
order to bring the facts to light and then try to work to provide an 
equitable solution. 

I would be remiss if I didn’t point out here that this association 
has a long record of solid achievement in this great industry. 

Many of our services are of course directed Feaivalty to our members. 
However, time after time, we have worked to improve the status of the 
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industry. Included in our purpose as a national organization is this 
statement : 
To encourage the advancement of tire distribution and tire use through the 


cooperative efforts of tire manufacturers, independent tire dealers and inde 
pendent tire retreaders— 


and also this statement, and I quote again: 


To establish and maintain a high level of responsibility, skill and integrity 
in the processing and distribution of tires for the protection and best interests 
of the consumer, and to assure the motoring public of maximum safety in the 
use of both new and retreaded tires. 

We have worked diligently to fulfill these obligations. 

For example, it was our organization which led the movement to 
establish industrywide standards for retreading in 1955. This is 
something which the new tire industry has not yet done. And asa 
result of these standards, we were able to form the Tire Retreading 
Institute, a division of our association. The institute has set up a 
basis for consumer identification of quality retreading. The institute 
has provided through an elaborate inspection system a means for 
maintaining and identifying quality in retreads. 

When the great interstate defense highway program was under 
discussion, this association never wavered from urging its adoption 
yet at the same time opposing the new tax on the raw material called 
tread rubber. 

When the military tried to increase its retail distribution of tires in 
such a way as to compete with small business, this association stepped 
in for the industry and went before the House Armed Services Oa 
mittee to protest. The rightness of our position was shown by the 
committee adoption of our recommendations. We have worked for 
years to get the Government to restrict its operation of retreadin 

lants; we finally won our case when the Army went out of most o 
its retreading business in 1957. Yet, we did not stop there. We vig- 
orously urged that the Ordnance Branch set up quality retreading 
standards and enforce them. We worked with the Army in this 
regard and we are still working with them. 

In 1958 after a great deal of work with the Federal Trade Com- 
mission and at our request, the FTC issued the tire advertising guides. 
We followed up these guides with a detailed analysis of the guides. 
We sent this explanation to radio, TV stations, newspapers, better 
business bureaus, tire manufacturers and, of course, tire dealers them- 
selves. The guides have definitely improved the advertising of tires 
and the consumer’s understanding of what he is buying. 

There are of course many other areas in which we have worked to 
help the industry. 

We worked with the General Services Administration on revision 
of Government retreading price lists. 

We worked with the Internal Revenue Service on further clarifica- 
tion on the tread rubber tax under the highway program. 

We worked with the Department of Labor on explanation of the 
wage-hour law as it applies to tire dealers. We will soon publish 
a manual on this for the industry. 

We worked with the International Cooperation Administration on 
producing a special manual on retreading; in fact, two of our other 
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manuals are included: Shop Operating Manual and the Warehouse 
Manual. 

Our 18 regional management clinics, our university programs, our 
national conventions, all reflect the fundamental philosophy of our 
association—to supply leadership and service to a great industry. 

We believe that the independent small businessman should, with the 
aid of his trade association, do things for himself. Only when he 
and his trade association are unable to do it alone do we call on the 
Government—more particularly, the Congress—to help. This is one 
of those times. 

We believe that many manufacturers are as concerned as we are over 
the evil results of direct selling. Now that the matter has engaged 
the attention of this committee, we intend to present the facts in our 
possession as fully and as objectively as we can, and to pursue every 
possible remedy. 

The independent tire dealers represented by the association stand 
squarely behind the individual dealers who have come here for these 
hearings. In January 1958, the executive committee of the association 
decided to ask for a full investigation of this matter and, if necessary, 
to seek relief through legislation. 

The problems created by direct selling were of central concern to 
the members of the association at the national convention held in 
Los Angeles in October 1958, and the members then adopted a reso- 
lution requesting these hearings. 

During the past winter, dealers throughout the country have at- 
tended a total of 48 regional and area meetings to show their support 
for united action against direct selling. 

I would like to define and analyze the problem of direct selling. 
Individual dealers will describe how direct selling affects the business 
of independent dealers. First, however, I would like to describe the 
nature of the replacement tire and tube business. 

Since 1914 when tires first became commercially important, manu- 
facturers have relied to a very substantial extent upon the inde- 
— tire dealer to distribute their replacement tires. Until 1926, 

ealers handled 90 percent of the replacement tire market and, 
although their relative share of the market has since diminished, in 
1948 they still accounted for about 50 percent of the replacement 
business. 

Independent tire dealers must be sharply distinguished from the 
host of controlled outlets through which mass merchandisers sell 
tires and tubes to users. The sale of tires and tubes by such outlets 
is either incidental to the sale of gas and oil, as in the case of service 
stations, incidental to the sale of automobiles or repair services, as 
in the case of garages, or to a general line of automobile supplies and 
equipment, as in the case of the chain auto supply stores, or merely 
part of a large-scale distribution of varied caveats as in the case of 
individual department stores and mail order chains. 

According to the Census of Business, Retail Trade, 1954, there were 
180,867 establishments operating at the end of that year who reported 
sale of tires, tubes, batteries, and accessories. Of these, 162,908 are 
listed as gasoline service stations. Of the remainder, the Census 
Bureau classified 17,959, including stores owned and operated by 
the tire companies, as tire, battery, and accessory dealers—Census 
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Bureau defines TBA establishments as those primarily engaged in 
selling tires and tubes, that is, 50 percent of their total sales. This 
figure reveals a decline of almost 2,000 units in the number of TBA 
establishments over a period of 6 years, since the 1948 census. 

Most independent tire dealers are located in small or medium cities, 
own and operate their businesses directly, and are an important part 
of the independent, small business community. According to the 
Census Bureau figures, 67 percent of the TBA dealers, the class which 
includes independent tire dealers, are located in cities having less than 
50,000 inhabitants. Eighty-four percent have fewer than seven paid 
employees; 62 percent have three or less. Fifty-six percent of these 
stores ars individual proprietorships, 18 percent are partnerships, 
and 26 percent are corporations. Sixty-nine percent of these estab- 
lishments do less than $100,000 in annual sales. Twenty-nine percent 
do $100,000 to $500,000 in annual sales, and only 2 percent do over 
$500,000. They include dealers selling exclusively at retail, those 
selling almost entirely at wholesale, and those performing in varying 
degrees the mixed functions of retail and wholesale distribution. 

Independent dealers purchase tires and tubes bearing the manu- 
facturers’ brands and resell such tires and tubes to consumers. Dealers 
purchase from the manufacturers at a complicated series of discounts 
from so-called list prices which the manufacturers regularly establish 
and circulate among dealers and which purport to represent the prices 
at which dealers resell tires and tubes to users. 

Actually, such list prices have come to be meaningless except as a 
means of controlling the dealer’s buying price, and thus, indirectly, 
his ultimate selling price. The individual dealer’s discount, or buying 
price, varies with his volume of business. 

Our industry is unique in that we have not only a so-called maximum 
price, but even a max-max price. You will hear dealers talk of buying 
at six tens plus eight, for example, or at schedule F plus three, and of 
sales made by manufacturers to local users at prices as low as seven 
or even eight tens off list. : 

This price structure is confusing to everyone. With the help of the 
chart which appears at the end of this statement as exhibit No. 1, I 
will attempt to explain how it works.’ 

Exhibit 1, page 1, shows list price at a hundred, and from that a 
series of discounts which arrive at the ultimate buying price. There is 
an automatic discount of 19 percent. : 

Incidentally, this particular section here was taken from the price 
of 1957. I was not quite sure that we could produce a 1959 statement 
which would be relatively accurate. So we felt we might go back, 
because this serves to illustrate the point. 

Mr. Forry. Mr. Marsh, would you explain, please, the column 
headed, “8.25 Cross Section and Over Other Than 15- and 16-Inch.” * 
Do you have that ? 

Mr. Marsu. On page2? Are youon page 2? 

Mr. Forxy. Iam on pagel. (Attachment A, p. 20.) 

Mr. Marsn. Isee. I beg your pardon. 

This is for truck tires only; 8.25 is a cross-sectional diameter of a 
tire, and would indicate a tire of a size such as that which would go 
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on a large dump truck or a relatively small over-the-road truck, and 
they go by inch diameter, 8.25, 9.00, 10.00, 11.00, and so on. 

Mr. Fotry. The 15 and 16 refer to the internal diameter ? 

Mr. Marsn. The rim diameter, meaning the small commercial- 
type wheel. Of course, passenger tires have a different formula from 
this, over-the-road have a different formula, farm tractor tires have 
a different formula—each one of these—industrial tires have a differ- 
ent formula. Each one is different. 

Then there are a series of different trade discounts shown on the 
left side of the exhibit, which show how the discount runs from a 
range of 15 to 30 percent, which brings your price down here. 

Then there is a quantity shipping allowance where they can buy 
in either truckload of 10,000 pounds or carload of 20,000 pounds, 
which brings the maximum of 3 percent discount. 

Then in the tire industry the prices are determined by their volume 
at the end of the year. 

They have quantity shipping allowances; then they have annual 
volume bonuses ranging from $20,000 in purchases up to over 
$500,000. 

Now, this discount structure here does not reflect another thing 
which probably should be on here, called a truck tire service allowance, 
and this is a dollar figure such as on an 8.25 that we mentioned above 
here, a first-line tire, it is $5; on a second-line truck tire it is $4. A 
10.00, for example, is $7, and a second-line time is $6. And those 
range all the way up through the entire gamut of sizes all the way 
through. 

Mr. Fotry. Mr. Marsh, the annual volume bonus—that is actually 
paid to na dealer in the form of a rebate, is that correct, at the end of 
the year ? 

Mr. Marsn. Well, different companies do it in different ways. Some 
pay it quarterly, some pay it annually, and of course this is not neces- 
sarily the pricing structure of each and every company. Some com- 
panies, I understand—General, for example—give a flat buying price 
which reflects the same series of discounts, but gives a net delivered 
price on each invoice. 

But basically, this is the formula by which this is arrived at. 

Page 2 of the exhibit ? shows merely the complexity of some of the 
pricing schedules. When I refer to the fact that the dealer has a great 
deal of difficulty in arriving at what his actual cost of tires is, this was 
introduced here to help to serve to point up the difficulty with which 
he does arrive at his costs; and as the various dealers testify, I think 
this will be further enlightened. 

Mr. Fotry. Actually, the tire companies provide each dealer with 
a rather elaborate manual which describes each tire size and the dis- 
count schedule pertaining to that tire size, do they not? 

Mr. Marsu. Well, it is not basically a manual, Mr. Foley. It is 
really a series of sheets of paper which define these various classifica- 
tions and grades and types, and this is the basic marketing pattern on 
which tires are sold to the dealer, just like any specials or deals which 
come along. But this is the basic formula of purchase, which shows 
which things are covered and which things are not. 


2 See attachment B, p. 21. 
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I will not refer further to the exhibits until later on in this testi- 
mony.® 

My. Marsu. Exhibit No. 1 contains much detailed information about 
the tire dealers which may be of value to the committee but which time 
will not permit me to mention. 

Thus the sale and servicing of replacement tires and tubes remains 
the backbone of the independent tire dealer’s business. It is this, as 
much as the fact that his 1s a locally owned and operated, independent 
business, which distinguishes the independent tire dealer from the 
thousands of retail stores owned and controlled by tire manufacturers, 
the countless service station outlets of the major oil companies, the 
retail outlets operated nationally or sectionally by mass merchandisers, 
and local or regional department stores, co-ops, and others to whom 
the sale of tires and tubes is an incidental. 

Since 1941, the independent tire dealer has substantially held his 
own in the truck tire field against this formidable array of competitors, 
most of whom purchase at prices well below those available to the 
independent dealer. The dealer has done so by specializing in tires, 
by being more efficient, and by providing oeeailabe, reliable service. 

His survival against the competition of the mass merchandisers 
demonstrates the genuine need for the specialized function which the 
independent tire dealer fulfills. Now, ironically, the very suppliers 
whose replacement business has been built by the independent dealer 
is threatening to destroy him by taking over directly a critically im- 
portant part of the dealer’s business, his truck and commercial 
accounts. 

The direct selling practices with which we are now concerned take 
three primary forms: 

(1) Sales by the local stores owned and operated by major tire 
manufacturers; 

(2) Sales made directly to local customers by the manufac- 
turer’s field sales organization ; and 

(3) Sales made to local users through dealers, but at prices set 
by the manufacturer. 

To deal first with No. 1, direct sales through company-owned stores: 

The four largest manufacturers, Goodyear, Goodrich, Firestone, and 
United States Rubber Co.—who jointly account for approximately 80 
percent of the total value of industry shipments of tires and tubes— 
directly own and operate approximately 2,000 stores which sell at 
wholesale and retail in hundreds of individual communities through- 
out the country. 

Through such company-owned stores, these major suppliers are 
actively engaged in soliciting the business of commercial accounts 
previously supplied by independent dealers. In recent years, these 
een have opened a large number of new stores. The chairman 
of the United States Rubber Co. recently stated that his company 
expects to add about 25 stores a year. 

The extent to which the major manufacturers have thus preempted 
retail distribution in some of the most rapidly growing ae of the 
country is sharply illustrated by what has happened in the Los Angeles 
area. 


8 See beginning p. 20 for exhibits. 
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In August 1958, there was a total of 82 company stores in the Los 
Angeles area, as follows: 

Firestone, 31 stores; Goodyear, 25 stores; Goodrich, 18 stores; Gen- 
eral, 8 stores. 

What happens to independent dealers confronted with this kind 
of competition from their own suppliers can readily be imagined. In 
Los Angeles proper today there remain only two dealers who do more 
than $250,000 worth of tire business annually, plus a sprinkling of 
dealers who do around $100,000. 

Some major companies assert that they find it necessary to operate 
their own stores in order to secure the share of the business which 
they consider rightfully belongs to them in a particular market, or 
to replace key accounts lost to other companies. Some may feel that 
direct distribution under their own name is necessary to meet the 
private brand competition which the major companies have themselves 
made possible by selling to mass merchandisers at preferential prices 
and on terms which discriminate against independent tire dealers. 
Whatever the reason, the fact is that the major companies are using 
their enormous assets to capture new business and to control the tire 
distribution business right down through the retail outlets to the ulti- 
mate user. They have deliberately chosen the path of full integration 
in preference to establishing new dealers and in preference to allow- 
ing existing dealers to share in the growth which is taking place in 
the tire replacement industry. 

This course has grave implications. As we see the channels of tire 
distribution increasingly monopolized by a few giant manufacturers, 
we ask what will happen not only to independent dealers but to small 
tire manufacturers who lack the resources to establish their own whole- 
sale and retail outlets? Some manufacturers, we believe, are as 

ravely concerned as we are over this threat of monopoly control. 
~ say they dislike and disapprove of present conditions as much 
as the dealers do, but that they are helpless in the face of the practices 
of the major companies. We believe that the fight of the dealers for 
survival is a fight for the preservation of competition in the tire in- 
dustry. We ask that the facts to be put forward here by individual 
dealers be viewed in this light. The practices of individuals and 
small units must be weighed against the general demoralization of 
the trade produced by the aggressive efforts of the major companies 
to dominate this business at every level. 

The company stores enjoy tremendous advantages over independent 
dealers, by reason of their ownership and operation by tire companies. 
Let me mention a few of such advantages which stem from their 
superior size, as well as a few which represent abuses of their power 
as integrated manufacturer-distributors. 

The capital resources of the tire companies permit them to select the 
best locations and to install the most modern equipment without re- 
gard to whether or not an individual store can earn its own way 
within the immediate future. Thus they preempt potential markets 
long before the volume of business would support a dealer. No inde- 
pendent dealer can afford to subsidize a new unit in this fashion, 
either for the sake of “representation” or in the hope that enough 
business will ultimately develop to allow the new unit to pay its own 
way. 
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Numerous services which independent dealers must supply for 
themselves are provided for company stores either free or on a reduced 
rice basis. Clerks and service personnel employed by the factory or 
eld sales organization are frequently assigned to such stores, os- 
tensibly for training, for substantial periods of time without cost to 
the individual store. Tire stocks are sometimes consigned to stores, 
or supplied from central warehouses, at substantial savings over the 
inventory cost borne by independent dealers. There is reason to be- 
lieve the only profits earned some individual company stores are 
those derived from their participation in a central] retreading facility. 
Frequently, lower priced tires, such as seconds or discontinued lines, 
are made available only to or through the company-owned stores. 

Even with these advantages, it is questionable whether individual 
company stores can make a profit when they sell tires to small local 
accounts at prices equal to or below the lowest price at which even 
the largest volume independent dealers can purchase direct from 
the factory. Yet in recent years, independent dealers have lost much 
of the the local commercial and truck business which they formerly 
enjoyed, solely because the company-owned stores have quoted such 
accounts prices equal to or below the dealers’ buying price. Specific 
instances of this practice will be given by individual dealers. 

Now, to go to the second part: Sales made directly to local cus- 
tomers by the manufacturer’s field sales organization. 

In recent years, the tire companies are aggressively soliciting, 
through their field sales organizations, the tire and tube replacement 
business of even local truckers, commercial accounts and contractors. 
This represents a radical extension of the practice of the tire com- 
panies in selling directly to so-called national accounts at a prefer- 
ential price, with deliveries being made locally. The lists of such 
direct accounts circulated by some manufacturers to dealers have 
grown enormously. In some instances, the deliveries to such accounts 
are made by independent tire dealers for a small service commission, 
usually 7.5 percent, but many times only 5 percent. Tire company 
representatives have admitted to some dealers that this service com- 
mission is insufficient to meet the dealer’s costs for stocking such 
merchandise, billing and handling the account, delivering and install- 
i tires. 

ealers are seldom able to determine the exact prices paid on 
such direct sales, since their commission or service fee is usually 
stated in terms of dollars or as a percentage of the dealer’s normal 
buying price, but in a few instances dealers have seen invoices which 
show that the manufacturers are selling directly to the local accounts 
at prices below the lowest buying price available to an inde- 
pendent dealer. These provable instances confirm the general belief 
among the independent dealers that their suppliers are soliciting 
even small local accounts at net prices below the dealer’s purchase 
price. The extent to which the manufacturers are thus underselling 
their dealers cannot be precisely determined without a full investi- 
gation of the manufacturers’ records, including the credit memoran- 
dums by which price reductions are frequently effectuated. It is 
clear, however, that the list prices and discount schedules established 
by manufacturers have lost all value as an index to going prices. 
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Senator Morse. You mean, Mr. Marsh, you have found it impos- 
sible to get the exact facts as to what the prices are that the manu- 
facturers sell these tires directly to consumers? 

Mr. Marsu. In the case of direct selling, where the sale is made 
as defined here, by a manufacturer’s representative, made directly, 
even though handled through a dealer, a dealer would have no way 
of checking to know at what price these tires were actually sold, at 
least no factual information available. 

A significant fact to be noted with respect to this type of direct sell- 
ing, as also with respect to the type which I will mention in a moment, 
is that the dealers are in effect subsidizing their own suppliers in the 
truck tire replacement business. Many dealers feel compelled, how- 
ever, to service such accounts, either because such sales count toward 
the dealers’ volume and thus increase their discount, or because they 
hope to obtain the retreading and repair business of such accounts. 

‘The third type is: Sales made to local users through dealers, but 
at prices set by the manufacturer. 

‘Lhis form of direct selling is very similar to the form which I have 
just described. The tire companies may assert that this is merely a 
form of meeting competition. In many instances, however, manu- 
facturers freely offer extra or special discounts to dealers for par- 
ticular deals, without regard to any existing competitive situations. 
Such discounts are usually reflected by credit memorandums, some- 
times concealed in that the credit memorandums make no reference 
to the invoice or transaction upon which the credit is based. When 
the tire companies sell directly in this fashion, dealers are able to 
demonstrate by their own invoices that such sales are made even to 
small local accounts at prices well below the maximum—maximum 
dealers’ or price, that is, the lowest price at which a dealer can 
purchase after taking all possible discounts. 

Each of these three forms of direct selling is sometimes accom- 
panied by special inducements in addition to or other than price, so 
that the full extent of the price concession given by the manufacturer 
is not readily apparent. Many of such direct accounts, for example, 
are given deferred payment terms which a dealer could meet only at 
a considerable interest cost. In other cases, particularly those in- 
volving sales to contractors, the tire company supplies a service truck 
and personnel to provide maintenance service, either free of charge or 
at a nominal cost. The tire companies refuse, however, to provide 
similar services for independent dealers. 

These direct selling practices, singly and in combination, are causing 
serious injury to the business of independent tire dealers. In the last 
few years some dealers have been excluded entirely from truck 
business. 

Many others have lost 50 percent or more of their potential truck 
business. At a time when the volume of tire replacement business 
is at an all-time high, dealers find that they are not sharing in the 
growth of the industry. The Census Bureau figures I have already 
mentioned show a substantial decline in the number of dealers over 
a period when our population and gross national product were increas- 
ing at truly spectacular rates. 

oday many dealers find that their net return is decreasing despite 
an overall increase in their volume of business. Others state that 
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they are losing money in their efforts to stay in the truck business, 
since over 50 percent of their truck business is now being done on a 
delivery commission of only 744 percent, whereas their overhead 
expense is over 20 percent. 

A few dealers, it must be recognized, have shown substantial growth 
in recent years. We regret that they are so very few. Too often 
their success has been achieved, however, not by sharing in the enor- 
mous overall growth of the tire business, but because they have been 
more aggressive and resourceful in fighting for the steadily shrinking 
part of the market still left to independent dealers as a group. That 
is, they have grown by taking business from other dealers rather than 
by securing new business in successful competition with their supplier- 
competitors. 

Thus the growth of these exceptional few merely highlights the 
plight of the independent dealers as a group. The sad fact is that 
the community of independent dealers is decreasing in number and 
falling far behind in relative strength. 

We have all witnessed the tremendous growth which this country 
has had in recent years, and we know without benefit of statistics that 
cities and important markets now stand on land that was vacant or 
agricultural only a few years ago, and that the number of cars and 
trucks in use is greater than ever. 

A few figures dramatically reveal the dealers’ failure to partici- 
pate in this growth. Between 1940 and 1958, vehicle registrations 
more than doubled, from approximately 32 million in 1940 to approxi- 
mately 68 million in 1958. 

In the quantity limits proceeding, the Federal Trade Commission 
found that dealers accounted for approximately 48 percent of the 
tire replacement market in 1941, and for approximately 52 percent 
of the market in 1946. This slight growth was undoubtedly due to 
the dependence of the public upon dealers during the war years. 

In 1958, however, only 12 years later, according to the National 
Automobile and Tire Survey, independent dealers and company- 
owned stores together accounted for only 33 percent of the replace- 
ment tire business. If the share of the company-owned stores is esti- 
mated at 10 percent, which we believe to be conservative, it follows 
that the dealers’ share was only 23 percent. Since it is estimated 
that the replacement market almost doubled in volume from 1945 
to 1959—from approximately 36 million tires to approximately 70 
million tires—it is graphically evident that the independent dealers 
as a group have not only failed to share in the growth of the economy 
but have actually slipped backward from the volume of business they 
formerly did. 

The exhibits which we have supplied here, Senator, show the 

owth in dollar potential of the replacement tire market. We 
os assembled these figures believing that the committee at their 
leisure might like to review these with a view toward substantiating 
what we have said in wowaantagy here.* 

On page 4 we have shown the tremendous growth of the automobile 
registration and the actual figures.°® 








«See attachment C, p. 21. 
5 See attachment D, p. 21. 
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On page 5 we have shown sales volume of these dealers, and the 
categories in which they fall.® 

This figure, I might add, would also include company stores and 
mass distributors. 

On page 6 is the number of employees,’ and we have made some 
reference to this in testimony. 

On page 7 is the average annual sales.* It is interesting to note 
that, by and large, the dealers we represent have the lowest figure in 
average sales of this market, so it is definitely true that we are losing 
our place in the marketplace. 

Senator Morsg. All the attachments in Exhibit No. 1 will be made 
a part of the printed record. 

r. Marsu. In discussing these direct selling practices, and their 
implications and effects, the independent dealers wish to make it clear 
that they are not asking for special privileges or for protection against 
legitimate competition. 

We are asking merely for fair competition. We believe that these 
direct selling practices constitute unfair competition. We believe 
that the present pricing system of the tire companies is artificial, is 
hopelessly confused with contradiction and concealment, and is 
manifestly discriminatory, both as between dealers and as between 


buyers. 

We believe these conditions hurt the industry as a whole and harm 
the public as well as the dealers. 

e believe that the time has come for a good, hard look at condi- 
tions in the tire industry from the standpoint of public policy and 
national welfare. We do not know, jonni whether existing legisila- 
tion is adequate to protect the public interest in competition. 

The record of past efforts to eliminate anticompetitive evils through 
enforcement of existing laws has been largely a record of frustration. 
As long ago as 1936, the Federal Trade Commission struck at one of 
the major forms of the discrimination which pervades the industry, 
when it found that the price differential srantad by Goodyear to Sears 
Roebuck, originally in 1926, discriminated ae against dealers 
because the preferential prices and terms accorded Sears could not be 
justified by differences in cost (/n the Matter of the Goodyear Tire & 
Rubber Company, 22 F.T.C. 232). 

After 3 years of litigation the Commission’s order was set aside 
because the court of appeals agreed with Goodyear that the discrimi- 
nation in favor of Sears was based on quantity and, therefore, under 
section 2 of the Clayton Act as it then read, was not required to be 
cost justified (Goodyear v. F.7.C., 101 F. 2d 620). 

The significance of this decision may in part be measured by the 
extent to which the largest mass merchandisers have outstripped all 
but four of the tire manufacturers themselves in the distribution of 
replacement tires bearing their own brands. 


®See attachment E, p. 22. 
*See attachment F, p. 22. 
®* See attachment G, p. 23. 
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The relative market percentages in 1958, by brands, were as follows: 


Percent Percent 
Gromer 25.31 Riverside (Montgomery Ward). 2. 
I a Ne Tees TN)... mentendsnteari 2.2. 
United States Rubber... ---. Oe I i o. 
Be a stiches ie a RN I creececk leesseech cevcaeameciciecetne 15.5 
Allstate (Sears & Roebuck)_... 5.6 


Source: National Automobile and Tire Survey, 1958, sponsored by Look magazine, con- 
ducted by Alfred Politz Research, Inc. 


In 1948 the Department of Justice failed to follow up with a civil 
suit when eight tire companies, including all of the major manufactur- 
ers, pleaded nolo contendere to the charge, made in a criminal informa- 
tion, that they had conspired to restrain trade and commerce in vio- 
lation of section 1 of the Sherman Act. 

The terms of the agreement alleged in that criminal information, 
which was not contested, were that the defendants— 


(a) Agree to fix the prices at which tires and tubes are sold before issuance, 
publication, distribution, or quotation of said prices. 

(b) Agree upon discounts, allowances and bonuses pertaining to the sale of 
tires and tubes, before their issuance, publication, or distribution. 

(c) Agree to maintain the prices, discounts, allowances and bonuses agreed 
upon and changes thereof. 

(d) Agree to a classification of customers in order to determine the amount of 
discount, allowance, or bonus each should be allowed. 

(e) Agree upon uniform warranties, guarantees and adjustment policies under 
which tires and tubes are sold, for the purpose of eliminating price competition. 

(f) Agree to adopt an accounting system not reflecting the historical cost of 
manufacture to be used in determining the prices at which tires and tubes are 
sold. 

(g) Agree to allocate sales of tires and tubes to agencies of the State, county, 
and municipal governments for the purpose of eliminating price competition. 

(h) Agree to fix the price and regulate the sale of imperfect, obsolescent, or 
slightly used tires and tubes. 

(i) Agree not to produce specified types of tires and tubes, for the purpose of 
eliminating price and competition. 

(j) Agree to maintain the defendant Rubber Manufacturers Association, Inc. 
as a means by which said practices, policies, prices; terms and conditions of 
sale of tires and tubes are formulated, fixed, and maintained. (U.S. v. Rubber 
Manufacturers Association, Inc., et al., District Court for the Southern District 
of New York, August term 1947, No. 126-93 Criminal.) 


In 1952 the Federal Trade Commission again tried to cut the roots 
of discrimination. Noting the steady trend toward concentration of 
control over the tire business in the hands of a few large buyers and 
sellers, the Commission found that purchasers in large quantities were 
so few as to render price differentials based on such quantities unjustly 
discriminatory against purchasers in smaller quantities and promotive 
of monopoly. 

The Commission therefore established a quantity limit beyond which 
price differentials which might constitute discrimination forbidden by 
section 2 of the Clayton Act could not be justified on the basis of 
quantity (17 Fed. Reg. 113). 

Again, after 5 years of litigation, this action by the FTC was 
nullified when a court of appeals sustained a ruling by the district 
court that the formal finding of the Commission, expressed in terms 
of purchases in quantities greater than annual dollar volumes of 
$600,000 and more, did not support a rule establishing quantity limits 
expressed in terms of 20,000 pounds ordered at one time for delivery 
at one time (242 F. 2d 31, C.A. for the District of Columbia.) 
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It should be noted that this ruling by the courts did not in any way 
challenge the findings made by the Commission, nor even attempt to 
deal with the merits of the case made by the Commission. The court 
rulings went only to the formal relationship between the Commis- 
sion’s findings and its proposed quantity limit rule. 

The formal defect found by the courts did not, of course, cast any 
doubt upon the need for such corrective action as the Commission 
had sought to take. Yet the Commission has failed to pursue and 
perfect its own proceeding. imi) OF 

In April of this year the FTC ordered Firestone to cease discrimi- 
nating in price after it found that Firestone was paying certain ware- 
house dealers a discount on all purchases, which commission was 
supposed to be justified and paid only on purchases for resale to 
other dealers. 

Last January the FTC instituted new proceedings against Good- 
year, Goodrich, Firestone, and certain major oil companies based on 
the overriding, as it is known, commissions which such manufacturers 
allow the oil companies on all net sales through their controlled serv- 
ice stations. And only last week the Commission instituted a new 
proceeding in which it charges a comprehensive scheme among the 
tire companies to fix prices and to maintain noncompetitive terms and 
conditions. 

Senator Morse. Mr. Marsh, I think it would be helpful if you, at 
this point in the record, describe and explain overriding commissions. 

Mr. Marsu. The overriding commission is purported to be a sys- 
tem of paying commissions to an oil company on all purchases made 
by service stations of dealers selling that particular brand of oil. 

For example, in a given area, let us say West Virginia, they will 
develop a report of all sales of brand “A” tires which are made 
through this company’s outlets. This report will then go on into 
their office, and somewhere along the line there is a meeting between 
the tire company in this matter of distribution and the oil company 
themselves, and commissions are paid on the deliveries of these tires 
made to these service stations. 

The extent of this commission, I understand, developed in some 
cases was 714 percent. In other cases it was 5. I cannot attest to the 
validity of those figures, but the general idea is that in return for 
certain services which we assume to be urging the dealer, by what- 
ever persuasion they have at their command, to sell one given brand 
of tire through their own station, in return for that a specified com- 
mission is paid to the oil company. 

Senator Morse. Well, I asked that question for a very definite pur- 
pose. I not only wanted to have the explanation of the overriding 
commission in this record, but I want to call counsel’s attention to 
the fact that the testimony of the witness bears out again what we 
found in our investigation by this committee of service-station opera- 
tion problems. As you know, the committee has conducted some 
investigations into the plight of the service-station operator,** and we 
found in that investigation, too, a great deal of oxide of the rela- 
tionship that exists between the tire industry and the oil industry, 
and the effect of that relationship in producing what amounts in 





s* “Gasoline-Price War in New Jersey,” hearings, July 22, 1955; October 19 and 20, 
1955 ; December 15 and 16, 1955 ; and February 18, 1956 (published in 8 parts). 
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fact to all the semblances of a growing vertical monopoly in this 
country in those two industries. 

Mr. Marsu. We do not know to what extent, if at all, this new Fed- 
eral Trade Commission proceeding will affect the direct selling prac- 
tices of the major companies. The only recent indication of the Com- 
mission’s attitude on this problem gave no encouragement to inde- 
pendent tire dealers. 

In 1956 the then Chairman of the Federal Trade Commission wrote 
the chairman of the Select Committee on Small Business that it did 
not appear that the practice of direct sales to consumers by tire man- 
ufacturers, as then described to the Commission, could successfully be 
attacked under laws administered by the FTC. 

This opinion relied upon the general legal right of a manufacturer 
to determine the manner in which he shall distribute his own goods. 
It also pointed out that no cease-and-desist order forbidding sales to 
consumers at prices lower than those granted dealers would provide 
effective relief to dealers because sales, even at equal, nondiscrimina- 
tory prices, in compliance with such an order, would still necessarily 
exclude dealers from competing against their own suppliers. 

We believe that this opinion expresses an unduly limited view of 
the significance of direct selling, because it ignores the facts upon 
which the Department of Justice prosecution was based, the facts 
found in earlier FTC proceedings, and the trend toward monopoly 
oe over tire distribution previously noted by the Commission 
itself. 

If the opinion expressed by the Chairman of the FTC correctly 
suggests the inadequacy of existing legislation, this committee should 
ae whether present conditions are compatible with sound pub- 

ic policy. 

The ast Fe of independent local business units as important 
factors in distribution may well require a new approach, possibly one 
based on analogies to legislation enacted to protect other groups, such 
as farmers and labor. 

The alternative which other formerly independent businesses have 
adopted, of banding together in group-buying organizations, simply 
results in the setamainietiann of an additional factor into the equation of 
“bigness” which has come increasingly to represent our economy. 

While this method of fighting fire with fire may be effective, and 
the only practicable alternative to extinction, it may also be said to 
represent in large measure a collective sacrifice of independence in 
order to avoid individual destruction. 

The independent tire dealers stand for values of individuality and 
self-reliance. We believe that small business, local control, and in- 
dividual enterprise express the fundamental safeguards, in the field 
of economic activity, of a democratic society. 

These values and safeguards are gravely periled today by forces 
which threaten to subject even local distribution to the control of a 


few giant corporations. We believe that the excutives of such cor- 
porations would not deliberately bring about the evils we see spread- 
ing among us. 

If they are unwilling or unable, however, to alter their course, we 
must consider other means of mocting our problems. Our primary 
purpose in these hearings is simply to 


ring the facts to light, as fully 
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and as fairly as we can. We hope that the tire companies, enforce- 
ment agencies and this committee will join with us in constructive 
consideration of what is both an industry problem and a national 
problem. 

Senator Morss. Thank you very much, Mr. Marsh. 

Any questions, Mr. Foley ¢ 

Mr. Fotry. Mr. Marsh, at page 2 you mentioned that at various 
times—pardon me, on page 3—at the Saliens of the page: 

During December or January of each year since 1955 the officers of the 
association in their annual visitation with the individual top executives of the 
tire manufacturers have discussed this problem. 

What generally was the result of these visits ? 

Mr. Marsu. Well, we called, this past year for example, we called 
on manufacturers, this includes some of the smaller companies, and 
the reception was varied. There were some who were completely 
sympathetic with the problem. But no place did we find anyone who 
had solutions to the problem. 

We found in some areas a greater interest in the study of the prob- 
lem, and trying to find an approach that would bring a solution. In 
others, they seemed to be happy with the direct selling approach as it 
is today, and apparently content to have it continue. 

I can’t say that out of this we came up with any one single con- 
structive gain, unless it might be a clear and concise presentation of 
the depth and scope of the problem, and we found some of these men 
to be as seriously concerned about it as we were. 

Mr. Fotry. Well, has any commission or committee been set up 
by the companies and the dealers’ association to study the problem? 

Mr. Marsu. Well, frankly, we have been very reluctant to have 
any—to entertain the idea of any joint committees because of the possi- 
bilities of it being frowned upon possibly by the Department of 
Justice, and whether there be any vehicle whereby it can be done. It 
has been done with the brand, but as a cross-sectional group it has not. 

Mr. Fotry. Do you want anything further on that subject, Senator? 

Senator Morse. No. 

Mr. Fotry. On page 7° you will note in the second to last para- 
graph that until 1926 dealers handled 90 percent of replacement tire 
market, and in 1948 they accounted for 50 percent. 

Is there something peculiar about the year 1925 in the rubber tire 
industry that you singled that out? Isn’t that the year that the 
Goodyear began selling to the Sears Roebuck Co. ? 

Mr. Marsu. Yes, that is right. That was the year, if I remember 
correctly, in my testimony further back here, I believe that is the 
year that an investigation came about, and those hearings were held. 

Mr. Fotry. That was in the 1930’s that the hearings were held. 

Mr. Marsn. The hearings were held. 

Mr. Fotry. But in 1926 was the year that Goodyear began selling 
to Sears Roebuck, is that correct ? 

Mr. Marsu. I believe that is right. 

Mr. Fotey. Didn’t that mark a new development in the distribution 
of the tire industry ? 


®*See p. 5. 
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Mr. Marsu. Well, the tire industry has gone through a number of 
very great changes in order to reach this rapidly expanding auto- 
motive market. As might well be expected by people who make mer- 
chandise and have merchandise to sell, they have explored every 
possible avenue of getting this goods into the hands of the consumer. 

When the sale of tires for mass merchandisers such as Sears Roe- 
buck, which started somewhere around 1926, when that idea was in- 
augurated, this made a major change in the whole marketing and dis- 
tribution pattern in the country. This became one other different way 
of doing business, and as this testimony unfolds, I am sure that deal- 
ers will bring out the fact that they have been deprived of the taxi- 
cab market and other markets. 

These are things which have happened, and it is entirely conceiv- 
able that the advent of tires to mass merchandisers, that in 1926, the 
era in 1926, was a thing that did mark a major change of a condition 
in the market place. But at best it would be a conjecture on my part; 
I could hardly substantiate it. 

Mr. Fotxy. The reason I bring it out, Mr. Marsh, as the Senator 
mentioned, we are trying to evaluate the forces that are operating 
in the present tire industry, and it would appear that 1926 may be 
an important date from which to evaluate these forces. 

On page 13,”° sir, you note at the top of the page in the Los Angeles 
area the number of company stores. I am wondering if your associa- 
tion has made any comparison of the introduction of company stores 
in areas similar to Los Angeles, or areas you might call booming 
population areas. 

Do the company stores seem to follow a pattern going into booming 
population areas as opposed to stable population areas? 

Mr. Marsu. I had not thought of it in those terms, Mr. Foley, but 
it would appear that is true, because it would appear the greatest 
number of company-owned store developments we have noted in sev- 
eral years are such markets as Dallas, Miami, Fla., those are two 
which come to attention very quickly—Phoenix, Ariz. I am sure 
that—although I had never thought of it in those terms in trying to 
develop a pattern. 

Of course, we have a great deal of difficulty in obtaining actual fig- 
ures on how many stores and where, and we must count on surveys 
made at the local level on our own basis to bring these things to light. 
But those are some markets which, it so happens, are rapidly growing 
communities, which have had a tremendous development of company 
stores in the past several years. 

Mr. Fotry. Have any efforts been made by the companies to en- 
courage or help independents to go into these areas? I am thinking 
of the areas where they set up a new company store. 

Mr. Marsu. Mr. Foley, I doubt seriously if I am in position to 
give you any factual information in that regard, inasmuch as I would 
have no way of knowing what they have done. I do know that they 
have offered many helps to dealers; whether they have done that in 
any of the communities in question, I really would be in no posi- 
tion to know. 


20 See p. 9. 
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Mr. Fotry. On page 16," sir, you commented upon the manufac- 
turers’ field sales organizations, and I am wondering whether you 
could elaborate just a little bit as to just how that is organized. 

Mr. Marsu. I am sure different companies organize them in dif- 
ferent ways, but the basic pattern goes something like this: 

You have first, of course, your national sales organization. From 
that they have regional or divisional offices. These could be five, 
could be 15, depending on the size of the company. From that we 
go down into a chart of a certain number of district offices. The re- 
gions do not travel salesmen into the dealer’s place of business ex- 
cept in a specialized field, such as maybe off-the-road tires or some 
highly technical basis where engineering skills are required. 

The district offices, however, do travel salesmen who call on dealers 
at the local level. These salesmen often have other duties. They may 
sell industrial merchandise; they may call on farm implement dealers, 
as differentiated from tire dealers, and as we have pointed out, re- 
cently they have made a lot of direct calls on trucking accounts and 
commercial accounts themselves. 

Mr. Fotry. Now, these field sales people operate in areas where 
there are company stores, you know, one way or the other? 

Mr. Marsu. Yes. But as nearly as I can determine, and I cer- 
tainly am in no position to give factual information on that, but as 
nearly as I can determine the stores have their own group of per- 
sonnel such as supervisors and specialists, as against the people who 
call on dealers. It is not a familiar pattern to me to know that they 
travel both. As far as I know each is separate from the other. 

Mr. Forry. I believe that is all I have, Senator. 

Senator Morse. Any other questions ? 

(No response. ) 

Senator Morsr. Mr. Marsh, I want to thank you very much for a 
very clear explanation. I shall await with great interest the amplifi- 
cation of it by other witnesses. 

Thank you very much. 

Mr. Marsu. Senator, I would like, too, to express my apprecia- 
tion at having had the opportunity to express these views before the 
committee. 

Senator Morsr. You are very welcome. We will include in the 
record at this point the exhibits submitted by Mr. Marsh. 


“4 See p. 10. 
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(The documents referred to follow :) 


EXHIBITS TO THE STATEMENT OF W. W. MARSH, EXECUTIVE 
SECRETARY OF THE NATIONAL TIRE DEALERS & RETREADERS 
ASSOCIATION, INC. 


Exuisit No. 1, ATTACHMENT A 


DEALER DiIscoOUNT STRUCTURE, MAJOR RUBBER MANUFACTURERS, 1957 
8.25 cross section and over other than 15- and 16-inch 





Cee ean inde ceaeeimemeniainyeiomaninny $100. 00 
Dealer discount (automatic discount), 19 percent.___.__.-...--------~-.-- 19. 00 
I ata clcek A al cece tks abg bh ste etiaimnbihiginsacpieensetiniiaegliende Geaepie siesiegiyiond 81. 00 
Trade discount’ ($50 per thousand), 30 percent-.........-.--.----_-__ 24. 30 
SRE EES 5 REET BASE SEES iy ERE aee AES EN” nS FE 56. 70 
Quantity shipping allowance’ (20,000 pounds), 3 percent-_.__.-__-----_ 1.70 

ree heels 55. 00 
$500,000 buying factor (514-percent volume bonus) *_-..-------_------ $52. 53 
femme Siriaas PON Ohi ia hs oe ee tein percent._ 47.47 
$500,000 buying factor (514-percent volume bonus)*_._.--._----------~- $51. 98 
I Ie cininnan percent.._ 48.02 

1 See the following : 

Major 
company 
discount 
(percent) 

Trade discounts: 
i ec cee es enenein ninamephasgeagendharapehivanptmerenisatereidpaies 15 
RN 6 i a a tihneediameladenmeiaioalabenhd 20 
I i em 22% 
A 1 I IN fi ea sll anise incd en shdiderabehiniadineiliteniteabasitubia-abertbanniaiehasabeiel ite 
I i a i ane atin cn ctnsiammntiataihdinatenteines 27% 
ee ne nn 2 enaienicemmneainiiingiateeummaieninabigapabunmwengianadsenthialmameamasusen 30 
* See the following: 
Quantity shipping allowances: Percent 
a ck a a a eesalh nl ach ita aitapreiinla cin teensdinion gleniabinig cepacia as Aicainlniaieghiiphseieas 1 
I i a ald ital crentrmementinieinlinnins ene tptdgntebbpalipalihe 2 
TEI ceed alias estes aes descideeiotasigienan apap ieiniaiagann entediemnaiacanieth-anieiiniimigeinanecuieds 8 
® See the following: 

Major 
company 
discount 

Annual volume bonus: (percent) 
I ee 0 
I lil an decitabine bine nek 0 

a La Fe ind ei chctabiaichindnclsdabeapsdic stained ines ae anon oe 1 
I i I a ll emcees 2 
i eagnairamentedananin tien 3 

Be oe to pape ails Sg tases ciliata end ahecnite cidade etpenictstalneipaidod ti 8% 
I me 4 
i a aa ce dchieienenicigudabaand ooteame 4% 
I ns dali helipad aaininieneibipinineatnninnnh egiinionitiaets 5 
a aa tein cigugsibedbeawenaisbencbesantiinines en 5% 
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Exursir No. 1, ATTACHMENT B 


Complezity of dealer discount structure, major rubber manufacturers, 1957 


Percent 
discount 
Truck tires: to code 
7 arpa eenbion and wimer | (28 ARO) nnn d bec emonsdae 6 
7.50 cross section and under 15 inch and 16 inch_------------------- 21% 
8.25 cross section and over 13 inch, 15 inch, and 16 inch_-------~--- 2314 
7.50 cross section and under flat base rayon and nylon (other than 15 
Ses Ge SOON... - «0, iosnanracsceteerencs niin sbateneseunededemmeneee 16% 
8.25 cross section and over flat base rayon and nylon (other than 15 
MAC GRIDS TRON ick ncinicniicnmtantanasnnennonnmnmenmeannnainenl 19 
25 
20 


Automobile tires: For 13 types of tires, there are 6 different discount ) 11% 
2 


Exnuisit No. 1, ATTACHMENT C 
GROWTH AND DOLLAR POTENTIAL OF REPLACEMENT TIRE MARKET 


The growth of the replacement tire market reached its climax in 1941, when 
$4,118,268 replacement tires were produced. In 1942, with the United States en- 
gaged in war production, the replacement tire market fell to 2,734,003 but each 
yeur hence the market has increased to its present position of 61,500,000 replace- 
ment tires in 1958. 

DOLLAR POTENTIAL 


Below, a comparison shows the dollar potential of the replacement tire market 
for the years 1941 and 1958: 


1941: 34,118,268 replacement tires times $15 average price_.__.___ $511, 774, 020 


61,500,000 replacement tires times $28.30 average manufac- 


COrUeG TE: DING sn cdasaddntesedasencsacaeeec iu 1, 748, 434, 056 
61,500,000 replacement tires times $18.95 average dealer sell- 


Ing DO10R cece cence cnn penne wecwewenecseuewswseuceson 1, 166, 753, 546 


Growth of replacement tire market 





Passenger | Truck, bus Total Passenger | Truck, bus Total 

a Sestessaabcniseianah 43, 916, 524 3, 168, 347 47, 084, 871 a 25, 462, 305 | 11,016, 111 36, 478, 416 
iii inertia 35, 984, 807 2, 771, 043 38, 755, 850 || 1946.........- 54, 684, 036 | 10, 806. 211 65. 490, 247 
I sinidi oe 999,003 | 3, 867,583 | 30, 866, 586 |} 1949._..__.__- 36, 000,000 | 6,733,000 | 42, 733, 000 
Oe ac atic 34, 118,268 | 5,776,145 | 39,894,413 || 1953 _.....__- 45, 798, 234 | 9,326,230 | 55, 191, 068 
RL iiceacaides 2, 734, 003 6, 137, 864 8, 871, 867 Se 50, 189, 250 9, 056, 789 59, 246, 039 
See 10, 605, 445 7, 941, 218 18, 546, 663 || 1958........-- 61, 570, 108 9, 226, 435 70, 796, 543 
dare intdeionai 18, 329, 918 8, 108, 959 26, 438, 877 


Exursit No. 1, ATTACHMENT D 


Growth of the motor vehicle registration* 


en FS yy 44, 195, 212 
Siren cecnencreserenesestnanemanenesecenent A I 62, 727, 173 
Sass ceneeeneneeennmneneeneinane 30, 656, 429 | 1966... ---- 68, 470, 000 


2 Includes passenger, truck, and bus. 
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Exurisit No. 1, ATTACHMENT E 


Sales volume of TBA dealers in United States 


{Number of establishments operating at end of 1954, 17,959] 
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With annual sales of— 
Less than $5,000 .___.-- 
Sa 
$10,000 to $19,000_______- See ee eas ite epee pacupteman : 
$20,000 to $29,000. __--- asain dienthipuabitnmnannaediaonindnatite J 
$30,000 to $49,000._...........----_-__- ae ae wee 
ne ganna 
OOOO a. 
$300,000 to $499,000_...........-.----._-_-- 
i ne 
Neen oan semmeberizmicbionls 
ne nc cuonuaceenennutulacwa 


Number of | 


establish- 
ments 





464 
1,151 
2, 027 
1, 927 
2, 920 
4, 040 
4, 290 

786 


40 
5 





Total sales 


Thousands 
$1, 577 
8, 108 
29, 312 
46, 514 
113, 520 
285, 292 
714, 237 
299, 390 
200, 662 
51, 480 
12, 699 


Percent of 
total estab- 
lishments 
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NotTe.—Total annual sales of all 17,959 TBA dealers is $1,762,791,000 or average annual sales of $98,200. 
There are 12,974 TBA dealers who have “paid employees”’ in their establishment and annual sales total 


$1,651,665,000 or average annual sales of $127,300. 
Source: 1954 U.S. Census of Business. 


Exuisit No. 1, ATTACHMENT F 


Number of employees in TBA establishments 





ce le reennsreienerecsnenineinntonetrenmeseten 
i a acral nestn initrd 
OOD 7 Te COON is hore oe i aks nn denis 
sissies eaenees 
10 to 14 paid employees. ..-.----- 

15 to 19 paid employees. -......-- 

20 or more paid employees 





Establish- 
ments 


4, 985 
8, 784 
1, 433 
785 
1, 030 
461 
481 


Sales 


Thousands 
$111, 126 
569, 755 
209, 586 
152, 157 
257, 020 
168, 613 
294, 534 


Percent of 
total estab- 
lishments 
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Source: 1954 Census of Business, 
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Exuisit No. 1, ATTACHMENT G 


Comparison of number of TBA establishments, single units and multiunits, and 
annual sales 














Establish- | Sales | Average 

ments | annual sales 

“ | a 

Thousands 

a sila hima niall tenance dis iit saide ileal cabin 18, 845 | $1, 813, 989 $96, 258 
SII GONE gee a ccciessevnancusawedhucdewewdes a 14, 656 | 1, 045, 035 | 71, 304 
a a 2 4, 189 | 768, 954 | 183, 565 
2 multiunits_______- ee epan etna Lavsamedl 770 | 91, 001 118, 183 
Sasameunite.--........- aess baad ; pastel 207 | 26, 419 | 127, 628 
4or 5 multiunits...........-. sane cea 143 | 15, 258 | 106, 643 
6 to 10 multiunits__..._..--- Sew sate ied ; geal 165 | 22, 103 133, 939 
11 to 25 multiunits._____- ascelihialiceeditc nin Si Maia ET ee ‘ omnes 369 | (?) | ndihdetina 
26 to 50 multiunits i — . cage doates aa 202 | 34, 304 169, 921 
51 to 100 multiunits_- ete cata ie en 388 | (?) dual as 
en Gees OVER Mia. . . .... 5c snes. : abe - 1, 945 470, 434 | 241. 868 








1 The figure 18,845 includes 886 TBA dealers with average sales of $58,914 each who were not operating at 
end of year in 1954. Census Bureau includes them in breakdown of single units and multiunit establish- 
ments. Otherwise, the total TBA establishments is 17,959. 

2 Withheld to avoid disclosures, as per 1954 U.S. Census of Business. 


OTHER FACTS 


Average annual sales of all TBA dealers 17,959 operating at end of 1954, is $98,200, with total annual sales 
of $1,762,791,000. 


There are 12,974 TBA dealers who have “paid employees” in their establishments with average annual 
sales of $127,300 and total annual sales of $1,651,665,000. 


There are 4,985 TBA dealers with ‘‘no paid employees” in their establishments with average annual sales 
of $22,292 and whose annual sales total $111,126,000. 


Source: 1954 U.S. Census of Business, 


Mr. Marsu. Although independent dealers receive various pro- 
motional aids, such as signs, cooperative advertising allowances, and 
the like, from individual manufacturers, they are completely inde- 
pendent of their suppliers and are free to shift from one supplier to 
another, to handle more than one brand, and to diversifly their busi- 
ness as they see fit. 

So, of course, are the manufacturers free to change dealers, or add 
new dealers—although in recent years the major companies have 
shown little interest in developing independent dealers, but have 
chosen instead to open company owned and operated stores. 

In recent years, independent dealers in large numbers have begun 
to sell additional products of various kinds, and to offer related auto- 
motive services. With the development of improved techniques and 
standards for the retreading of used tires—in which this association 
has played a very significant part—the independent dealer has pro- 
vided effective and economical] retreading service. 

According to a survey made by our association in 1957, the most 
significant development in the increasing diversification of the tire 
dealers’ business has been the addition of specialized services, pri- 
marily retreading and wheel balancing. 

Since 1947, this survey shows, many dealers have abandoned earlier 
efforts to broaden their business by handling accessories, radios, re- 
frigerators, and other household products. 

A copy of our report on this survey, entitled “Mr. Tire Dealer,” 
is attacned to my statement as exhibit No. 2. 

Senator Morsr. The document will be received in the record as 
exhibit No. 2. 

(Exhibit No. 2 follows:) 
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A MARKET SURVEY 


42614 O—59—pt. 1——-3 25 





ee ee er ae age 
"Id “S VomuryseM 19°45 Yr ~ Z101 ° = . . 
‘NI ‘NOULVIDOSSY S¥30V3aL3Y ONY SUzTV3G FUL TYNOUWWN | “6! 4HORAEOD Fy 













; fy 
ee 
Z, . ui 
+ % a 
” eae 
= 
: © 
7 S1ayDaq I4tE UO sousynig ssaursng fo snsuaD ‘§ “Q—yueuIelddng jemedg “ST —_ 
7 wo, AIAING UoTPeoyIsseAICq, “PT 
= 9G61 ‘AeAING eAtjOWIOIWYW Jay[OH-|[eno1D wWosy seinsiq puv speg “st ona 
ea 82/qD,., pun sydvsyy ypim Apnig ey} fo sbuipury faryD 
F = SUOIIDPUIWUWOIAY pun suowsnjIUoy 
) ca pajanpuog soy Apnig ey? moy rr 
f 
a Apnig oye V S 
a paomeiog “TF 
D > 
a fa 
x ood 
S 
N ~ 






tox 


2 


TIRE INDUSTRY 


AUTOMOTIVE 


IN 


DUAL DISTRIBUTION 


-wH "NOLLVIDOSSV S¥advaalae ONY SazTv3ad WL WNOILYN 


‘QUI ‘UOIIMLIIOSSP SLapva.ZaYy PUD SLajvagq a4iy joDUOLWDN 


huvjai9ag aynoer”] WSUVIN "M NOLSNIM 


‘savaX AUBUL IOJ SUIYSIx9 UVEeq Sey YOIYM pseu & s|[y pue ssoutsnq 1nof pue nod A0J pariduos 

SI Jf sv A[pezteeyatoym ut utof ued nod YyoIyM UOT}OR JO puUTy SITY} SI 4 “aanyny ay} UI UOTZeULAOJUI 
JO UOT}DeT[OD ay} UI Aafvap AaAB pue YORE JO uoreszedoos pue pre ay} yees afq ‘aqissod useq 

dABy JOU p[NoM ‘apedep eB UI 4say ay} ‘Apnys sty} ‘UoTyeAedo00d sIy} JNOYUM ‘“eJep JoeyAeUI aTqevesn 
Y}IM SN paysiuiny OYM sile[vap jYSIe-AJYSIe pue peaipuny 9a14} BY} 0} 4Ipato anp aALS aM JUIT} SITY} IW 


‘Sd}VIG pozyUy ey} UI s}UeUIYST[Geyse Yq Jo 1equinu [e%}0} 9y} YIM pue 
Ja[vap II} eSV1GAe 9Y} YIM UOSTIVdWIOD B SB AAIAS OS|B [JIM BYep SIU, “UOTyeUAOZUI ANOA AO; YALOdaa 
SIY} UI pepnpouUl aie sseulsng Jo snsuayg “Ss ‘9 2aY4} Aq papraAoad se Saa[vap 9.11} UO SdI}SIZRIS JUL IOdWT 


‘MOT[OT 03 sased ay} UI YLOJ Jos SUOTJENT[VAD 9Y} YYM suOT}e1edo ysed anod areduwio0s 


0} nNOA asin BAM ‘SAa[VapP 9113 YUepUedepuUT 07 UOI{NGLIJUOD AofewW ev eq 0} ApNjs SITY} SABpIsUuOD WYCLN 


‘UOT}VAIdO [[VABAO ALBY} 0} UOIZBOYISAeAIP JO drysuorjeler pue souejzsoduit 
94} pus ‘peYIsIaAIp 1B S10TJEdWIOD AIBYy} MOY ‘ PeyIsAearIp ate Ady} A9YJOYM JUTULIEJap 0} asn ABUT 
S1a[vep 211} JUepusdapuUr YOIYM spiepueys YsI[qeyse 07 st Apnys YyoIvesat JayareU SITY} Jo asodand oy], 


‘S1IQUIOU Ja[BVep Sz 04 ‘,.AaTVaq BAL], “AJ,, ‘epeoep B UT peJoNpuUOD sIsA[eue AdAANS UOIVBOYISAAIp 
ysiY ay} JUeserd 03 pesvald sI “OUT ‘UOT}BIDOSSY SAepRotjeY PUB SAZTVAGq eIL], [eUOTIeN ey 


“Da "SE Vowuysom “8S HE ZLOL] Don) suomadO> TERE EET ED 








CYUOMAUYOS 





AUTOMOTIVE TIRE INDUSTRY 


IN 


DISTRIBUTION 


5 
_ 
< 
b 

~ 
= 
— 








yOu pip Asay YOIUM Wop UB peqjUuaseider YOryM saoeds 


e804} YURIG Bulaval ‘uotZesedo tay} Jo jzed [yeuIs & (¢g) 





‘yor lo 1194} Jo yaed ouros (7) ‘uoTyezado areyy jo 
yied queziodull uv ([) :SMoyo] se pros Aayy adtAses pur 
yonpoid youve JUL O} POYSW o1AeM SAO[Rep ayy] pest 
jOU SW}! [FUOTJIPpPY JO SUI-a}y14M 10} poptacad aouds 


yyia pest S®9IIAJOS EZ PUR Ser (PpoOUurOCD jUaII Ip tt 


19M AIIY} JEU) “ULIO} ADAANS AY} WOA] “OjJOU [[IM NOX 





1} 78 QUaseid ajam OUM 








219M SULIO] | 





PISQWEDITE IWIN TJ 





“nqe} 





aye; dwmoouy 


S}JI[INO [BIseUIUIOD Puy aTesa;OyM ‘“[fF}e1 | Sz0pNGIIy 





tyUBYy pue SsUy Ple 


S weg ‘a0 



















‘uoryy ‘Op ‘AUD ses 









: Br) ‘Bjengny ‘ 









{UIs WU-20UB pus ye 












ul 818M “EPBAa 49A9 WOA} Slava 
N 4 ! 


"LS61 
} Ul perosuods WYUCGLN Wy seuss 
{ 24} JO UaeZITY) Je pazne 
Bed 









Sip puve peued 








BM ‘p] uMmoYs SB ‘0g Apnyg 
iq ¥ ‘ouK 


{pnjs 09 pep 


OLPBIYISAIA 





a11} S,ABPO} peyTssearp moY 


op SEM UI ‘Sj40de1 prey jo yNsei & sy 


Ni 





CONCLUSIONS 


DUAL DISTRIBUTION 











a 2 

~ bO 

dH 

Dy as 

sc 

=¢ f 

3 n So 

£ = © 

n aaa a 

e+ 2 
. 7. 

& 4 


part 






or 





: 

gw 5 
EES 
an 2 
-S8 
= 5 & 





N x a 
bo rs 
x | =” 
oe = a 2 
nm ¢ % & 

ri a. wv 


St 











> bo 
= 2 no 
n> Sa 
= os = & 55 
Sa aa 
a" 6 &@a S 
neeH>s E 
“nae ~ Ss 
cc os x. nh 
og = n = 
4Am>®, = 5 
. -—- cs >= + 
= Y a °°? ~ ZL 
= Pu = & Y @ = 
a —— 
8 “sn 0 
. = =: & . . 
aco hth tntcsae ~< 























IN AUTOMOTIVE TIRE INDUSTRY 


























a ~ Z 
= > Ses & 
gs ® 2 >nh @ 
- a & eS 
2s + = < 
Ect CE oe © 
> © ~ = Soy 
= ~~ 4 > - ss = f. 
~ E E S >-= = 
—_ a > ” = = x — Vv. 
_ 2. <a > > D os 
= 9% > » -— @ > @ 
= @ = to = . a 
a = - =5 te ‘= 
oe m= ~ = 
S i = 
= Cc w s 
. Y » 2 





an 


RECOMMENDATIONS 


in th 
11. 
12. 
th 





a _— 
‘_ ot 





+ @ 
mm 
s 





2 


listed 


as 






ieving greater diversification and increase volume 


can i 


1 
te 


and services, 


sales 





2. 








er budget or time payment 


‘¥ 


lers wht 


a 


de 


29 








TIRE INDUSTRY 


AUTOMOTIVE 


IN 


AL DISTRIBUTION 


y 
j 


DU 


30 


*£10B2}VD GAOQGV ay} OUI [[B}J YOY sjonpoud 
iayyO aiv (jue. Jad 9°[Z) slayynul pue (jue 10d 9°[Z) 
spied oyny “Butdjdai suepeep 3114 ay} Jo yuedsed [gp Aq 
P[OS 918 YOIYA SELIOSSED0¥ sTIqOUIONY SI siyy Jo ajduexa 
uy “eAljoWO INE aie SJe[vep 211) AQ pelpuReYy setyrpour 
-Wl0d UZEJANOJ 4S1Y Oy} JO SATAM} Jey SMmOYS | WeYD 
“@TIGOUIOJNS ayy YPM peze1osse Alaso[d serjyIpourUIO0D 
asoy} 0} SAY UIN} prnom ‘sprey SZursipuweyoseul 190430 
OJUL JNO SuTyoOUBIG USYAM Sla[Vep 9.11} JBYR [BolBo] St 4] 


‘OL aBed “VI equ], uO past, aie 
aay], “SBUNLA GATedeI JOU P[NOd 4Nq SUI-9}LUM a1eM Spon 
-poid usezulU Jay}OUY “peyer aq plnod ‘a1ojaiayy ‘pue 
SuoIzesodo 119Y} 04 JUBLOdUII ZUIEq S¥ ParapIsUod S.1e[vep 
qUSIOYJNS YOTYM }1BYO SITY} UO pezsT] are saljyrpourWOD 
4noj-Av.10y “jonpoid yore YIM JUoWARd aut] ayo OyM 
Siajeep Jo us. Jed ayy pu’ s<oUBzIOdUI Jo Aapi0 UI szuep 
-usdepur Aq pe]puey-—eaAtjoul0yNe-uoU puB sATjoWO {Ne 
—S2l}IPOUOD JUsIATjIp ayy Ssmoys ‘9 ased ‘| pIeEYD 


“Aa[Bap 311) 9Yy} Aq UOTpROYISIEA 
“Ip Sp1eM0} PU} 94} JO JOFEOIPUI UY st AJayTUYEp AOA 
SIU “P[OS Buleq s¥ poqsl] a40Mm S8dTAJOS J puv seTjIpou 
-ulod Gz Ajeyeurxoidde usyM ‘suepeep oat} Jo Apnys L PET 
24} YIM UOSLIvdWIOD & SB SOAIOS SIU], “SU9[¥ep A113 ay} 
Aq pezei 210M ‘pazst] jou Suey! JO sut-azlaM Burpnyjour 
‘Sa0[AJOS GE puB Syonpoid Zg JO [B}0} & jRY} ‘pamalAct 
48 SUOTJEPUISeId ayy SB ‘pojJoU aq [[IM 4] “WoONnwIUeSead 
ajqey pue o1yder1s ul seBed SZulmojjoy ayy uo uMOYS 
aiv Apnyjs UotpeoYyIsIeAIp INO JO SBurpuy urew eyy 


AGNLS S3HL 4O S$! 





‘ssouIsnG 94} JO eleys Jed1B} 
e ZurjyjyeS usveq savy yoyxIVUL UMO ITEY4} UT S10zTJedUIOD 
asneoeq A}ISIBAIp 0} PRY CABY S1e[vEP 211} 1OYIQ “WOH 
-BOYISIBAIP IO} paou 3y3 JO 9IBME A[BUISvasOU! JayBvep ayy 
axeUl 0} penurjuod savy sAaWO}SND pus sielyadns ary 
‘apnzizye JewNsu0d Sursueyo sty} yjIM sovd deoxy 03 
oS aUOp eARY ‘UIsY} JO o[eS ey} PUY Sell] GRIM poeused 
-u0d A[}eIIp eq 0} patoprsuos eq Ajjwo1So] FYsLUE yorym 
aSOY} UBY} 194}O SUlayl Poppe aABY OYM SAZ[Bep 9yy Jo 
Aylso(eul ayy, ‘Bulsjiszearp Aq spueulep osey} jeu ‘soso 
Ausur yv0i8 & ul ‘s¥y OUM Je[vep 211) JUepuedepul ayy 
WOJAj SAOIAIAS puv Spoos a10U pus d10W BurpuBteap useq 
SBY—[BNPIAIPUL [BI;SIFBIS JVY}—JOUINSUO UWBOLIoUTYy 
aL PYAR uvoseury ZursueyH oy3 yy aeoed deoxy 
0} Ajqeiepisuod suoiyesedo aZuvyo 03 pey eaey Aayy, 
‘P2eYISIAALP 910Ul PUB BIO aUuIODEq eABY Ady} FEY} eAZTT 
-2q 0} SN pa] ‘ssautsng jo sede[d 414} JO SUOT}BAISGO 
yy pajdnoo ‘sie[vep 241} YIM SUOTSSNosSIp yuevey 


‘Soqn} puv Saat} 0} UOT 


" -Ippe uy syonpoad Jo -seoqAres S{jes ey UsYyM PaeyTssealp 


SaUlodeq Ja[Vap a1} Y “Pey!siearp auloreq s¥Yy—zo]vep 
a41} JUapuedepul oy} -— ey — os Zulop Aq pue sedorlases 
pue spoo8 104}0 poppe sey Jefeep a1} SAvpoy, -aioys 
Bnip aul aBurs oy} st se ysnf Suysvoddesyp st—seqny 
puv sa.ii3 Afuo SulpuEy—Aepwep 3114 GUy[-oSuIs oy], ‘OBE 
SIB9h AZITY} ONIZ SEM STU, “SOqN} PUB seI} sdIAJ08 PUL 
[@8 AjUO p[noys Javep aut} v ‘esuas y8Oz91.198 OYR UT 












DUAL DISTRIBUTION IN AUTOMOTIVE TIRE INDUSTRY 31 








32 DUAL DISTRIBUTION IN AUTOMOTIVE TIRE INDUSTRY 


SOLD BY INDEPENDENT TIRE 


DEALERS AND PER CENT OF TIRE DEALERS WHO OFFER TIME 


PAYMENT WITH EACH COMMODITY 
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PN 
a Survey, June 1957 


DISTRIBUTION OF SERVICES SOLD BY INDEPENDENT TIRE 
DEALERS AND PER CENT OF DEALERS WHO OFFER TIME 


PAYMENT WITH EACH SERVICE 


SOURCE: NTDRA Diver: 
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‘ 1 he study has informed the independent tire dealer that the trend 
in retailing is towards diversification, a definite and major change-over from some thirty 

' 


years ago. It has revealed that the majority of tire dealers have become aware that they 


must revise their operations to meet the buying pattern of the American consumer. 
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COMPARISON BY GEOGRAPHIC DIVISION AND STATES 
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OF NUMBER OF TBA ESTABLISHMENTS AND ANNUAL SALES 
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Senator Morse. Counsel advises me that the next witness will be 
Mr. Ernest B. Martin, president of the Martin Tire Co., Jacksonville, 
Fla. 

Mr. Martin, will you come to the witness chair? 

We are delighted to have you with us, and you may proceed in your 
own way. 

Mr. Martin. Thank you, sir. 

Senator Morse. I want the record to show that Senator Scott of 
Pennsylvania has joined us, and we are very pleased to have you with 
us, Senator. I think you have been supplied with a book containing 
the statements. 

Senator Scotr. I have, Mr. Chairman, thank you. 

Senator Morse. Mr. Martin, you may proceed. 


STATEMENT OF ERNEST B. MARTIN, PRESIDENT OF MARTIN TIRE 
CO., JACKSONVILLE, FLA., AND PRESIDENT, NATIONAL TIRE 
DEALERS & RETREADERS ASSOCIATION, INC. 


Mr. Martin. My name is Ernest B. Martin. I am president of 
Martin Tire Co., Jacksonville, Fla. We operate as an independent 
distributor of tires and tubes, do retreading, and sell batteries. 

I would like to say here that I am at this time president of the Na- 
tional Tire Dealers and Retreaders Association, but I am testifying as 
an individual. The association, the man who will testify for it is our 
first vice president, Mr. Ken Schall of New York, whom you will hear 
later on in the hearing. 

I have been engaged in this business for the past 19 years. Our 
sales total from $600,000 to $750,000 yearly. Our company operates 
over about 15 counties in Florida and 6 counties in Georgia. 

We have been distributing Fisk tires since 1941. Fisk is a sales 
division of United States Rubber Co., with home offices in New York. 

Since 1956, our company has found it very difficult to compete with 
the rubber companies’ direct selling of large truck tires, tubes, and 
earthmover tires, used by contractors and fleets. Our sales volume on 
this type business has not increased with the market, even though we 
are supposed to be on Fisk’s best buying price schedule; that is, our 
volume of purchases entitles us to buy at the lowest price offered by 
Fisk to its distributors. We find it impossible to solicit certain busi- 
ness and make any profit whatsoever. 

The only way we can participate at all in the business of accounts to 
whom the manufacturers are now willing to sell direct is by acting as 
deliverymen, on a 7.5 percent service commission. I have on many 
occasions talked to vice presidents and sales managers of rubber com- 
panies and they all say, “You will lose money taking business on 7.5 
percent sales commissions.” 

Our company has three commercial salesmen, calling on truckers 
and contractors. For the past year they have spent very little time in 
solicitation of common carriers, contractors, and so-called direct 
accounts. We have turned to dealer sales and small truckers, as we 
‘cannot be competitive and show even a small profit on large pieces of 
business. 

I would like to give a few examples of situations we have come up 
against in Jacksonville. The Firestone Tire & Rubber Co. operates 
five company-owned stores, and the Goodyear Tire & Rubber Co., 
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one company-owned store, and the B. F. Goodrich Company, one 
company-owned store, in Jacksonville. 

In October of 1958, we were bidding on some earth mover tires to 
a contractor ; namely, B. B. McCormick & Sons, at Jacksonville Beach, 
Fla. The sizes of these tires was 2,700 by 33, 30-ply, nylon construc- 
tion tires. Our cost on these tires (10 of them) was $2,282.45 each, 
plus highway taxes and State sales taxes. These 10 tires were bought 
from a Firestone store located on Hendricks Avenue in Jacksonville, 
Fla., managed by a Mr. Scott, for $1,500 each, plus taxes. 

Senator Boers. No relation. [ Laughter. | 

Mr. Martin. Here is how the sale was made. After negotiations, 
Mr. Dixon, purchasing agent for B. B. McCormick & Sons, was asked 
what he would pay. He offered $1 500 each, plus taxes. Firestone 
accepted the offer, but told him they would have to buff the tires in 
order to justify the gee The “F” on these tires was buffed, leaving 
the serial number “S” and the rest of the name on them. 

Mr. Dixon also told me he had a letter in his file to the effect that 
these tires were fully guaranteed, and they would be buffed at Fire- 
stone’s branch in Jacksonville. 

The price on this deal, as you can plainly see, was $782.45 per unit 
below my or any other dealer’s cost in our market. This is about 
35 percent below what is known as maximum-maximum distributor 
prices. If a company-owned store can sell at a price such as this, or 
on the whole order $7,824.50 below distributor cost, how can an inde- 

endent distributor, who has to make a profit, stay in business? It 
should be obvious the Firestone Tire & Rubber Co. is subsidizing its 
stores, not selling them on the same basis it does its distributors. The 
store does not have to show a profit to stay in business. 

I would like to cite another incident that happened to our company 
in May of this year. Our secretary and treasurer, J. E. Martin, was 
in Gainesville, Fla., calling on James H. Craggs Construction Co. 
He was asked for a price on some 1,000 by 15, 14-ply nylon tires, used 
on a “Low-Boy” equipment trailer. He quoted a price of $110.48 
each, plus taxes, unmounted, but we would pay freight to Gainesville, 
Fla. This would have given us a gross profit of about 15 percent, 
which is lower than our operating cost. We were told that we were 
out of line. This time we found that Goodyear was selling below 
our cost. The Goodyear store in Gainesville, Fla., had just delivered 
Craggs two of these tires at Orlando, Fla., in Goodyear’s truck, and 
mounted them for $104 each, plus taxes, and with no service cost what- 
soever. This is a distance of 70 miles, each way, or 140 miles total, 
plus’ a man’s time. Anyone can figure at 10 cents per mile, plus a 
man’s time at $2 per hour. This cost the Goodyear store about $24 
minimum. If the Goodyear stores buy at what they are supposed to, 
the Goodyear store had a net loss on this transaction of $18.50, not 
including sales cost, booking, and general administrative cost in run- 
ning a business. J. E. Martin was further told by Mr. Faircloth of 
Craggs that the Goodyear store in Gainesville, Fla., would deliver 
tires and mount them anywhere in the State where C raggs had jobs, 
at no cost to James H. Craggs Construction Co. 

I would like to give one more example of direct selling to show how 
large rubber companies take business away from both distributors 
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and smaller manufacturers. Our company, for the past 10 years, 
has been selling Great Southern Trucking Co. of Jacksonville, Fla., 
a common carrier, inner tubes for nr entire fleet. This has amounted 
to about $15,000 in business per year. We sold them tubes manufac- 
tured by the Robbins Tire & Rubber Co. of Tuscumbi: a, Ala., a small 
company but a quality manufacturer. Our price to Great Southern 
was $5.80 for a 1000 by 20 tube. This tube cost us $4.36, or a nominal 
profit of 21 percent. Great Southern was very happy with the ar- 
rangement, having given us thousands of dollars worth of this busi- 
ness. 

On November 17, 1958, the Goodyear Tire & Rubber Co., the B. F. 
Goodrich Co., the United States Rubber Co., and the Firestone Tire 
& Rubber Co. put in a special tube price to common carriers on this 
size tube of $5.38, giving the dealer who delivered it 50 cents service 
commission. We met the price and maintained the business at a lower 
gross profit. 

On April 20, 1959, the above rubber companies reduced their prices 
on two sizes of tubes, namely 1000 by 20 and 1000 by 22, and raised 
their discounts from 60.13 percent off, to 63.54 percent off, making a 
_ by 20 tube cost Great Southern Trucking Co., with 50 cents serv- 

» allowance per tube off, $4.71, plus paying the dealer who delivers 
it 50 cents each. This makes the various companies collect $4.21 each 
for this size tube. 

I would like at this time to introduce certified copies of United 
States Rubber Co.’s letters to district managers, as to the discount 
factors pertaining to Great Southern Trucking Co.’s buying price, 
which will substantiate my statement. 

Senator Morsz. The documents referred to by the witness will be re- 
ceived into the record at this point. They are certified copies (three 
copies), dated October 1958, April 16, 1959, and the third one is not 
dated. They speak for themselves. 

(The exhibits submitted by Mr. Martin follow :) 


ExuHIsBit 3—A 
OcTOBER 1958. 
CERTIFIED COPIES 


1. U.S. Royal heavy service tires: 


(a) U.S. Royal Delivery sizes 7.50 cross section and under______ $39. 68 
(b) Sizes 15-inch and 16-inch 7.50 cross section and under except 
Fleetway Trailer and Off-the-Road tires._._...........__-_- 49. 63 
(c) Other than 15-inch and 16-inch sizes 7.50 cross section and 
under including Fleetway Trailor and Off-the-Road tires_._._ 46.42 


(d) Sizes 15-inch and 16-inch 8.25 cross section and over except 
Fleetway Trailer and Off-the-Road tires__.__.._...._-_____ 50. 92 
(e) All other sizes 8.25 cross section and over including Royal 
Delivery, Fleetway Trailer, and Off-the-Road tires_______- 48. 02 
2. U.S. Royal heavy service tubes: 
(a) Sizes 7.50 cross section and under 
(b) Sizes 8.25 cross section and over 


es heenateaeaieaidiltediie sible tesdnelccimapiael nadie aaadl 59. 01 
Feliihsiaithiministadiaialidl 60.13 


Terms are to be 2 percent—2d 10th Prox. 
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In addition to the above discounts, the service allowances listed below will be 
allowed on the following sizes of tires and tubes: 


Service allowances 


Size | First line Tubes Second Size First line Tubes | Second 
| and above | line and above line 
8.25-20_ $5 | $0. 35 | $4 9.00-22.5 $5 
9.00-20__- a 6 | . 35 | 5 || 10.00-22.5 6 
10.00-20 _- | 7 . 50 | 6 || 11.00-22.5 | 7 | 
10.00-22_-__- 7 | . 50 | 6 12.00-22.5 ‘ + 
11,00-20____.- . 50 | . 


Billing level 
APRIL 16, 1959. 
District 
manager’s 
discount 
from list 


prices 
U.S. Royal heavy service tires : (percent) 
Other than 15-inch and 16-inch sizes 7.50 cross section and under 
(except Royal delivery) -— ~---------- PAT cee echt hed ae hes Woda 46. 42 
U.S. Royal delivery 7.50 cross section and under____-___-_- a 39. 68 
All other 8.25 cross section and over (including Royal delivery, Fleet- 
way trailer and off-the-road tires) _________~_ eae oes ._.. 49. 58 


_ 
- 


.S. Royal heavy service tubes: 
U.S. Royal heavy service tubes 7.50 cross section and under (including 
Revere special service tubes sizes 7/8—-17.5 and 7—82.5)_____-_ ste 61. 36 
U.S. Royal heavy service tubes 8.25 cross section and over (including 
Revere special service tubes sizes 8/9—19.5, 8/9-22.3, 10—22.5, 11/12- 


22.5 and 11/12-24.5) ______--__-_. eee Benois takes chat aim akon ee ae 
U.S. Royal farm tires and tubes: 
U.S. Royal front and Hi—Bar rear tractor tires___ : iis ent tate scat hds CO 
All other U.S. Royal tractor and implement tires____.__.._____________ 37. 67 
a eee aes Cee : ae nf SeMeeeee 4. | 
U.S. Royal industrial tires and tubes: All U.S. Royal solids and industrial 
pheumatic tires and tubes_______- ign keel ; peepee Sk ee 


DEALER SERVICE COMMISSION (TO BE ABSORBED BY DELIVERING BRANCH) 


Tires and tubes: 714 percent of “A” billing for all deliveries of items on which 
dollar heavy service allowance is not applicable. The dollar heavy service 
allowance will be paid to the dealer in lieu of the 7144 percent on those items to 
which it applies. 

SALES TAX 


Must be added to invoice where applicable. 


SPECIAL INSTRUCTIONS 


Delivering U.S. dealer should obtain signed delivery receipts in triplicate to 
show the following information : 
(1) Purchase order number. 
(2) Full name of person receiving merchandise. 
(3) Complete description of merchandise delivered. 
Delivering U.S. dealer to bill local U.S. branch for merchandise delivered, at- 
taching original and one duplicate copy of the delivery receipt. 





r 
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I would also like to introduce as evidence an invoice, No. 70076, 
from Fisk Tires Division of the United States Rubber Co., for six 
tubes sold us at $5.28 less 7.5 percent, less 3 percent volume paid at 
the end of each quarter—— 

Senator Morse. The exhibit will be received. 


EXHIBIT 3—B 


FISK TIRES 


Division of United Stereo: ituteimee 


999 LEE ST SW-ATLANTA GA joy Jags | 
ines tae 000 REMIT PO BOX 4793-ATLANTA 2 GA 50, A 
rasa? 


eer 


r 7 i 7 
‘ s 
L MARTIN TIRE CO ’ SHIPPED FROM 
2 2034 MAIN ST&COTTAGE P WHSE 
T JACKSONVILLF FLA T 
° ° 
& a e an 
ACCOUNT NO. ee DATE SHIPPED INVOICE NO, 
w16| er4nnui| _|o2v26/59 l2eiva 56710 | 70076 





LEGEND CODE 
B-BACK ORDER-WILL BE SHIPPED one 
C-CANCELLED. PLEASE INCLUDE IM NEXT ante, 2/26 : 02/28/59 
G-SUBSTITUTION- MADE TO GIVE YOU GOOD SERVICE YOUR ORDER NO. [crv SHIPPED FROM INVOICE DATE 


—_—_ 
QUANTITY u N 1 T 
ee eee nara ITEM DESCRIPTION 
uss. “on @ | F- ET. | PRICE 








2 2 263 4.56 TURES 
3 3 e77 5219 TUBES 
2 2 e41 2691 TUBES 
Z ] 039 2248 TUBES 


SUB/T 


298 5 046 |1000X20 H/S TUBES 
1.09 5.88 |1000X22 H/S TUBES 
1230 6293 |1100X22 H/S TUBES 

296 5260 |900X24 H/S TUBES 
1.35 7249 (1100X24 H/S TUBES 
2072) 34614 11600X24/25 H/S N R TUBE 
1251 8.90 |1300/1400X24RD GROR TBE 

LESS 7 1/2% H/S DISC 
SUB/T 


“enn "Suipreo about 
2 4 TOTAL AMOUNT-MDSE 
a 
: 03 23 TOTAL F. E. T.-NET 145.91 


THE GELLER HAS NOT EMPLOYED ANY PERSON IN THE PRODUCTION OF THE GOODS 


HEREBY SOLD IN VIOLATION OF THE FAIR LABOR STANDAROS ACT OF 1938, AS ORIGINAL INVOICE 


AMENDED, OR OF REGULATIONS IS6UED PURSUANT TO SECTION 14, THEREOF, 


NeRMeYNr NO 
NYMR Ne NO 


zPrco 
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Mr. Martin (continuing). Or a net cost to Martin Tire Co. for the 
same tube with a different label on it of $4.74, with no service allow- 
ance paid us. Due to the fact that Fisk Tires does not do any direct 
billing to my knowledge, this is 53 cents per tube the company col- 
lects from its distributor more than it collects from Great Southern 
Trucking Co., when it pays delivery commission to a delivering dealer, 
or about 12 percent less recovery than they normally are getting on 
this item from distributors. 

Note that, in this instance, the rubber companies reduced the prices 
on two size tubes, giving bigger discounts when no other tube price 
has changed, no materials have gone down, nor labor has gone down. 
This appears to be only a move through concerted action by United 
States Rubber Co., B. F. Goodrich Co., and Goodyear Tire & Rubber 
Co. to take this business away from the small manufacturer and 
independent distributor. 

I do not see how any independent distributor can stay competitive 
when his own suppliers are selling merchandise to consumers cheaper 
than they will sell their own distributors who maintain salesmen, 
service, and do adjusting for the rubber companies. 

It is my belief that if these malpractices are not eliminated, then 
there is no place in our economy for the independent tire distri- 
butor. I still believe, gentlemen, this country was built by our fore- 
fathers on the basis of individual enterprise and free competition. 
When big companies monopolize an industry to the point where there 
is no room, other than for the big, then our whole economy will be 
destroyed. 

Senator Morse. Mr. Martin, I thank you very much. 

Mr. Martin. I have, Senator, a telegram here that I would like 
to read into the record. 

Senator Morse. You may proceed to do so. 

Mr. Martin. The telegram is from Chicago, IIl., signed by Craig 
Goddard, chairman of Tire Dealers, Inc., C hicago, wired to me here 
in W ashington, which says, to E. B. Martin, president NTDRA, 1012 
14th Street NW., W ashington, D.C. 


OXHIBIT 3—C 


We are indeed in accord with the action taken by NTDRA in reference to 
the Senate Small Business Committee hearing on direct selling of tires. This 
method of selling seriously jeopardizes the position of every independent tire 
dealer in the country. We are deeply concerned with the constant attrition 
of independent dealers due to direct selling policies. 


Signed by Mr. Goddard. 

Senator Morse. The telegram is received. 

Any questions, Senator Scott ? 

Senator Scorr. No questions. 

Senator Morse. Any questions, Mr. Counsel ? 

Mr. Forey. Mr. Martin, on page 1 regarding your total sales, your 
total sales of course include those for retreading and accessories, is 
that correct ? 

Mr. Martin. That is right. That is our total volume. 
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Mr. Fotry. About what proportion of this total sales comes from 
sales of replacement tires ? 

Mr. Martin. I would say that roughly about 65 percent of our 
total sales are passenger and truck tires. 

Mr. Forry. I notice also in your statement on page , in the next 
paragraph, in fact in your whole testimony, that you refer primarily 
to truck tires and off-the-road equipment. 

Do you find any particular competitive problems relating to pas- 
senger tire sales? 

Mr. Martin. Well, I wouldn’t say so from the direct standpoint. 
We do have competitive problems in the passenger tire field, but. it is 
all to the consumer, the average motorist, and I wouldn’t say we have 
any direct selling of passenger tires to these large fleets. 

Mr. Fo.ry. Well, do you happen to know in your business whether 
your proportion, or the total sales volume of passenger tires is the 
same, more or less now than it was 10 or 15 years ago? 

Mr. Martin. Oh, yes, our passenger tire business is up consider- 
ably ; it is way up. 

Mr. Fo.rey. With the increase in automobiles, and therefore increase 
in tires? 

Mr. Martin. That is right. 

Mr. Fotry. So actually your big problems are in the areas of truck 
tires and off-the-road equipment ? 

Mr. Martin. Truck, earth-moving stuff, that is right. 

Mr. Fotry. Had you formerly had this business, the business of 
truck tires and off-the-road equipment / 2 

Mr. Martin. Oh, yes, we at one time were doing 50 percent of our 
total tire sales, our new tire sales, were truck tires. Now we do twice 
as much passenger tire business as we do truck business. We are not 
getting the same proportion of the truck tire business that we once 
were, even though we have more men against it, against that business 
soliciting it than we ever had before. 

Mr. Fotry. I believe that is all. 

Senator Morse. Are you confronted in the passenger tire business, 
Mr. Martin, with serious competition from company-owned stores of 
the big tire companies? 

Mr. Martin. Yes, sir. They are our competitors in the passenger 
tire field, there is no question about that. They do a large volume of 
business. We have seven company-owned stores in our “market, and 
three do get a lot of passenger business. 

Senator Morse. Have you found that any time they were selling 
at such low prices that you believe they were selling at a loss in order 
to drive out of competition the independent tire store ? 

Mr. Martin. Are we talking about passenger tires? 

Senator Morse. Passenger tires. 

Mr. Martin. No, sir; I haven’t found that on passenger tires. I 
couldn’t say they were selling at a loss on passenger tires. 

Senator Morse. The price at which they do sell just makes compe- 
tition somewhat tougher for you, but you can still operate on pas- 
senger tires at a profit ? 

Mr. Martin. That is right. 

Senator Morse. Any other questions? 

Mr. Forry. Mr. Martin, your own supplier does not have a com- 
pany store in Jacksonville? 
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Mr. Martin. No, sir, they do not. 

Senator Morse. Mr. Skubitz."* 

Mr. Sxusirz. Mr. Martin, do the average independent dealers stock 
these large tires economically or not, if they had that line of business? 

Mr. Martin. If he had that line of business, I wouldn’t say that 
every independent dealer could stock that—that line of merchandise— 
but I would say if he was getting a normal gross profit on that busi- 
ness he could stock a few sizes of popular moving sizes. 

But he can’t afford to at the prices they are being sold at today. 

Mr. Sxusirz. I see. 

Senator Morse. Let’s dwell for just a moment on the sale procedure 
that involves these types of tires. 

You say that at one time you handled a much larger quantity of 
business in the field of truck and earth-moving tires. 

As a general practice, do you keep on hand day in and day out 
any considerable quantity of these big earth-moving tires, or is the 
practice of the business when a contractor needs one of those tires he 
gets in touch with you and you proceed at once to the distribution cen- 
ter to get him the tire that he needs and deliver it to him ? 

Mr. Martin. In our case, we stock, I would say, four or five of 
these large earth-moving tires. In certain sizes we don’t stock, we do 
have to call the branch for shipment in to us. 

Senator Morse. Isn’t that similar to the sales or delivery procedure 
that the companies themselves have to follow ? 

Mr. Martin. I would think so, yes, sir. In a lot of small markets 
where they have company stores and sell that stuff, they don’t stock 
all the sizes; they couldn't economically afford to do it on this earth- 
moving tire. 

oe Morsr. Therefore, it would not follow, would it, that the 

mpanies themselves offer a better distribution service than the inde- 
ndent operator would be able to offer if the companies would permit 

im to buy the tires at a competitive price ? 

Mr. Martin. That is right. He could offer just as good a service 
as the stores could. 

Senator Morsg. Thank you very much. 

Mr. Forey. Mr. Martin, how far away is your distribution point? 

Mr. Martin. We are 335 miles from the point of distribution where 
we get our shipments from. 

Mr. Fouey. They have a stockpile of all the tires you need, is that 
correct ? 

Mr. Martin. Yes, sir. Of course, all branches from time to time 
run out of certain sizes, but as a usual thing we get pretty prompt 
service. 

Mr. Fotey. That is all. 

Senator Morsr. Thank you very much, Mr. Martin. 

Mr. Martin. I thank you, Senator, for this hearing. 

Senator Morse. Yours isa very helpful statement. 

Mr. Martin. I thank you. 

Senator Morse. The next witness will be Mr. Murray G. Malove, 
Philadelphia & Suburban Tire Service, Philadelphia, Pa. 

Come forward, Mr. Malove. 


12 Mr. Skubitz, administrative assistant to Senator Schoeppel. 
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We are delighted to have you with us. You may proceed in your 
own way. 
Mr. Matove. It isa pleasure. 


STATEMENT OF MURRAY G. MALOVE, PHILADELPHIA & SUBURBAN 
TIRE SERVICE, PHILADELPHIA, PA. 


Mr. Mauove. The small businessman today is being plagued by 
every type of monopolistic conditions, bank mergers, manufacturers’ 
direct sales, multimillion-dollar investment groups and industries 
that operate businesses at a loss for 114- to 2-year periods in a new 
market for them. 

It is this last condition which is very grave to the independent tire 
dealer. The Goodyear Tire & Rubber Co., the largest of them all, 
will open shortly in my marketing area, a company-owned store. It 
‘annot possibly support itself for at least 2 years. Is this fair com- 
petition to other tire dealers in the area? 

There are three Goodyear independent tire dealers within less than 
a mile. The entire chain of Atlantic service stations sell Goodyear 
tires and accessories. Surely Goodyear does not lack distribution in 
this area. 

The investment of this store certainly does not mean much to a com- 
pany of the size and magnitude of Goodyear, but beside the other 
dealers in the area, it is far out of proportion in relation to its invest- 
ment. This financial aid could have gone to an independent rather 
than to the manufacturers’ controlled outlet. It is not enough to 
make a profit on the sales now made in the area, but Goodyear says 
let’s cut out the small businessman who has by his sweat and tears 
managed to build a little livelihood by selling our products (Good- 
year) into this market. 

I believe the time has come that your committee should take action 
to restrain Goodyear and other companies engaged in the same tactics 
of unfair competition. 

I have no way of knowing how familiar you are with the Phila- 
delphia market or any other market, but our biggest offenders hap- 
pen to be factory-controlled outlets such as General (Carnell & Brad- 
burn), Lee Tire & Rubber Co., and company-owned stores, Philadel- 
phia, Byrn Mawr, and New York office. 

The Lee Tire & Rubber Co. has, by its direct sales method, driven 
the local townships and city bidders far out of line. In many cases, 
truck tires are being delivered at $20 and $30 a tire cheaper than we 
‘an purchase these same tires from them, or any other manufacturer. 
All the proof is available by taking a tabulation from the city of 
Philadelphia, bid item No. 35, which includes all tires and tubes the 
city may purchase within a year’s time. 

reneral Tire & Rubber Co. is financing a sales force at a loss to 
capture the market in the suburban communities. Free service trucks 
and tires below market prices are not uncommon. As you know, a 
service truck and a driver are expensive propositions and oniy a con- 
cern with unlimited capital may try to capture certain accounts in 
this manner. How can an independent tire dealer stack his chips 
against a manufacturer the size of Genetal Tire & Rubber Co? 

The greatest complaint I have is against the United States Rubber 
Co. for failing to make adjustment to me for product failures that I 
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handled while one of their authorized distributors and dealers. Upon 
presentation of proper documents I was refused adjustments. I have 
in my possession approximately $3,500 worth which I have turned 
over to my attorney to enter suit, if no satisfactory arrangement is 
made within the next several weeks. 

The major rubber companies are not alone in their abuses. Since 
I have done business with Cooper Tire & Rubber Co., I have had the 
same problem of direct sales to accounts that they knew were mine. 

How in any way of reasoning can it be fair or in the best interests 
of the people of this country to allow a decaying of the very thing 
that built this country by letting these monopolistic conditions 
increase ? 

There must be some law that would protect us from these bears. 
They cut our credit limits then go direct to our customers and take 
our sales. They create a discontinued product by putting in a new 
tread design and sell this discontinued product at a discount to all 
direct sales and when the market is saturated they then offer the local 
independent a limited quantity. Is this fair practice? 

Goodyear controls the tires sold in the Atlantic and Sinclair service 
stations in the Metropolitan Philadelphia area. It goes without say- 
ing that the oil companies receive a cut from the tire manufacturer 
for every tire sold in these stations. Here again is a direct threat to 
the little tire dealer trying to compete with a closed market since other 
service stations have tire manufacturer affiliations. 

T could go on and on only to repeat much of what I have already 
said, but are these multimillion dollar manufacturers entitled to share 
the retail, wholesale, and commercial business in direct competition 
with businessmen that they have already designated to sell their 
products? 

Senator Morse. Thank you very much, Mr. Malove. 

Senator Scott. 

Senator Scorr. Mr. Malove, I am very glad to have you down here 
from my own State, and I thank you for a very interesting presenta- 
tion. 

I have no questions. 

Senator Morss. Any questions, gentlemen? Mr. Counsel? 

Mr. Fotry. I have none, Senator. 

Mr. Matove. May I add, Senator, some specific instances of situa- 
tions that have cropped up in my way of doing business? 

In the city of Philadelphia, Firestone Tire & Rubber Co. con- 
trols the bus mileage situation between the local transit companies 
and the several suburban transit companies. 

Now, bus mileage, as I understand it, is for the public vehicles that 
transport passengers, and not for the maintenance equipment. 

Senator Morse. You mean by that Firestone sells directly to the 
companies ? 

Mr. Matove. Directly to the company on a mileage basis; so many 
miles for so many cents per mile. 

Now, in the process these bus mileage departments, which are 
separate departments set up by the rubber companies to handle that 
business solely, are now selling direct. 

Senator Morse. Will you excuse my ignorance about this business 
procedure ? 
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Mr. Mavove. Certainly. 

Senator Morsg. I should know, I suppose, but I just don’t, and I 
am willing to confess it. 

When you speak about selling these tires on this mileage basis, 
am I correct on my assumption that Firestone will go to a oa com- 
pany and sell them a batch of tires with the understanding that the 
price will be on the basis of mileage those tires will run, and if they 
don’t run that mileage the tires will be replaced, and they are given 
a credit on the basis of the miles the tires did not run? 

Mr. Ma.ove. They pay for the miles used as the miles are used, and 
not beforehand. 

Senator Morsg. I see. 

Mr. Matove. They supply them with service men to service those 
tires. 

Senator Morse. Your point is that an independent tire dealer such 
as you, just does not have the capital to maintain that kind of service? 

Mr. Matvove. That is right. Not only that, but they have gone in 
and are directly selling the maintenance equipment, which does not 
come under the contract. 

Their tow trucks, their little pickup trucks, and their company- 
owned cars and what have you, they are now selling those accounts 
on a direct basis, which is again cut from the market. 

Senator Morse. Do they sell those tires on a mileage basis, too? 

Mr. Matove. No; they sell those direct. 

Senator Morse. On a dollar 

Mr. Mavove. On a dollar basis, not on a mileage basis, but direct; 
in other words, they take that business away from the independent. 

In recent months, Firestone and I enjoyed fairly decent relation- 
ships. When it became apparent that 1 was growing and they had 
sales representatives calling with me and other salesmen on certain 
accounts, the names of these certain accounts were then turned over 
to their local sales organization stores, and were then solicited di- 
rectly by their stores; and when a deal would crop up, the tires were 
not available to me until such time that the store had made the sale, 
and my customer no longer needed the merchandise. Now, that hap- 
pened on three different occasions. 

Senator Morsx. Let me see if I understood that correctly. 

In instances such as the ones you are now describing, originally 
you went with the Firestone representative to prospective customers ? 

Mr. Matove. That is right. 

Senator Morse. And pointed out to the Firestone representative 
that here was a chance that you might have to sell some tires, and 
having him along with you was helpful to you, was it? 

Mr. Mavove. That is right. 

Senator Morse. After you covered your territory pretty well by 
making available the information as to potential customers to you—— 

Mr. Maxove. That is right. 

Senator Morse (continuing). You then discovered that the com- 
pany, having that information, turned it over to their company- 
owned store salesmen, and those company-owned store salesmen 
proceeded to contact these same people and made sales to them of 
the tires that you were not able to supply until after the sales had 
been first made to your potential customers? 

42614—59—pt. 1——_5 
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Mr. Matove. That is correct. 

The Atlantic and Pacific Tea Co. has a warehouse directly across 
the street from my establishment. They have approximately 35 to 
40 fork-lift trucks operating in there. i 

Being a Firestone dealer, and they are a national account with 
Firestone, I went ahead to supply them. But we did not bill it on 
a national account basis. They were content to do business direct] 
and pay bills directly. Then, late in February, they got a directive 
from their New York office that they no longer would be allowed 
to do business with Philadelphia Suburban Tire, a Firestone dealer, 
but must do business through a national account basis with the local 
Firestone store, which is around the corner from us. 

The industrial tire business is a highly specialized business and 
takes special equipment, and there is not everyone or every inde- 
pendent tire dealer equipped to do it. I so happen to be equipped. 

The store around the corner told me several times to have solid 
tires pressed on these wheels. Our price was $10 an inch. That 
would make the average size tire about $50 if they wanted it pressed. 
In that way they could not service the account, so A. & P. had to 
come back to us. But had we been in the position, as many-other 
independent tire dealers, and not had the equipment, but were getting 
the business solely on our merits, we would have been forced out of 
the picture by Firestone’s tactics on a national account basis. 

Mr. Fotry. Mr. Malove, you sell Firestone tires, do you not? 

Mr. Matove. Up until 2 weeks ago. 

Mr. Fotry. What do you sell now? 

Mr. Matove. We have just made affiliations with another major 
rubber company, B. F. Goodrich. 

Mr. Forry. How is it that you have occasion to have trouble with 
United States Rubber Co. ? 

Mr. Marove. Well, for 7 years I was one of their distributors in 
the area, for 7 years. That was another matter I was just going to 
discuss. 

In the Philadelphia market the local district manager for the United 
States Rubber Co. was, I would say for some 20 years, acquainted 
with the market, and the largest independent U.S. dealer in the area 
had the misfortune of passing away. And they were left without an 
iron-hand control in the market. So the United States Rubber Co. 
appointed this district manager, or rather this district manager took 
over this business. Where the funds came from or what not, I am 
not aware, but he took over this man’s business. 

In my doing business with the company it was in the course of 
doing business that I visited the local branch in the city at least 
once a week on pickups or other matters. On one occasion I stood— 
and I had a very important appointment which I called up and 
canceled—but I stood and watched 225 truck tires come out of the 
warehouse and go by two employees—one employee held the tire and 





the other employee had a branding iron with the word “second” on it, 
and he stood there and stamped 225 truck tires that up until the 
time they came down the elevator were first tires, and by the time 
they were loaded on the truck waiting at the platform were now 
seconds. 

That was not afforded to me as a U.S. distributor, but was afforded 
to a man who had previously been a district manager. 
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Now, was that fair competition ? 

This man went ahead and opened up another outlet by buying out 
a heretofore very successful tire dealer in a community very close to 
mine, within a mile. The man is paying a rental far beyond and in 
excess of what the market would carry. The man pays a rental that 
the rubber company pays, not he. The rubber company pays his 
rental. 

Now, he is in competition in my market. He does not have to do 
business to pay his rent. I still have to pay rent. He is being sub- 
sidized by the rubber company. 

The rubber company won’t subsidize me. Why should they do 
business in my market? That was my reason for leaving the United 
States Rubber Co. 

I hope I have brought out any and all statements that 

Senator Morse. I told you at the beginning of the hearing I was 
going to approach this as a student at a seminar. I sure have. 
[Laughter.| I has been a very helpful bit of instruction you have 
given me. 

Thank you very much, Mr. Malove. 

Mr. Manove. Thank you. 

Senator Morse. The next witness will be Mr. Robert S. Gresh, vice 
president and general manager, E. L. Cook Tire Co., Trenton, N. J. 

Mr. Gresh, we are very glad to have you with us. Proceed in your 
own way. 





STATEMENT OF ROBERT S. GRESH, VICE PRESIDENT AND GENERAL 
MANAGER, E. L. COOK TIRE CO., TRENTON, N.J. 


Mr. Gresu. My name is Robert S. Gresh, vice president and general 
manager of the K. L. Cook Tire Co., in Trenton, N.J. I have been 
affiliated with the Cook Tire Co., a franchised Goodyear independent 
tire dealer, for the last 3 years. Previously, | was employed by the 
Goodyear Tire & Rubber Co. I was with Goodyear for 6 years; during 
that time I managed three retail stores in Bridgeton, N.J.; Trenton, 
N.J.; and Erie, Pa. This will be my 10th year selling and distri- 
buting tires in a retail and wholesale capacity. 

The reason I am here is because 1 am definitely opposed to the 
rubber companies selling tires directly to the so-called national ac- 
counts, whereby the independent dealer receives only a handling com- 
mission for servicing the account. This I believe is unfair. Why 
should a franchised dealer be forced by his own supplier to handle 
merchandise at a rate that is not profitable ¢ 

I have seen the evolution of these national accounts from a rela- 
tively small number to an increasingly large number. When these 
national accounts first originated, company-owned stores and inde- 
pendent dealers could sell these accounts at a discount that was com- 
petitive and also furnish the store with a satisfactory profit, but 
through the years these discounts have been increasing and the billing 
had to be centralized because the discounts were too extreme and the 
store or dealer couldn’t invoice the merchandise but only receive a 
commission for handling the transaction. This commission varies, 
and is usually about 10 percent. This gross profit is not sufficient for 
the indirect costs that accompany the transaction. 
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As I previously stated, these discounts to national accounts have 
been increasing at such a tremendous rate that the ultimate billing 
price to these accounts is lower than some franchised independent 
tire dealers receive. This is not a fair practice. 

For example, E. L. Cook Tire Co. is a medium sized tire dealer, 
Last year our purchases from Goodyear were approximately $180,000, 
Calculating our chain discounts down to one discount including a 
2 percent cash discount if our bill is paid on the 10th of each month 
equals 43.17 for passenger tires and 46.38 discount for truck tires. 

Last week one of these national accounts, Federated Metals Division 
of American Smelting & Refining Co., telephoned me and read a letter 
over the phone stating that they were authorized to purchase locall 
at the following discounts: passenger tires 40.95 and truck tires 43.9, 
The letter also stated that these discounts applied to most brands of 
tires and the prices were accepted by most tire manufacturers. There- 
fore, Federated Metals could buy locally where this arrangement was 
honored. 

This company can buy one tire and practically have the same dis- 
count as I receive for buying $180,000 worth of tires. In order to 
gain this small 2 percent advantage, I must buy a carload of tires 
every 90 days (20,000 pounds) and also be able to pay for these 
tires on the 10th of each month to earn a 2 percent cash discount, 
Gentlemen, does this sound like a fair competitive arrangement ? 

The letter was short. At this date, I don’t know how the billing 
will be arranged because some of our ultimate chain discounts are 
received at the end of the year. I can’t invoice this merchandise 
on a local basis and make a profit. 

Believe me, gentlemen, this direct selling is getting out of hand. 
I frankly believe the rubber companies have a tiger by the tail. They 
have made arrangements among themselves to sell these national 
accounts at low, fixed prices making less revenue and at the same 
time making the independent tire dealers less inclined to stock mer- 
chandise in order to handle this business. If competition would 
prevail at a local level these national accounts would not be paying 
more than the competitive price for merchandise received. 

I can honestly say that as a store manager for Goodyear and also 
as an independent tire dealer I have never gained any appreciable 
tire business for any new national account. I have always lost money 
each year from existing business that was taken away from me be- 
cause the account became affiliated on a national basis. The most 
recent account is of John A. Roebling’s Sons Corp., division of the 
Colorado Fuel & Iron Co., Ine. 

In 1956 my sales to them were approximately $5,400. In 1957 
they were made a national account. I now have about one-half the 
transactions that I previously had with them. I can’t afford to stock 
some of the odd sizes they Seneenee need, therefore, my service 
isn’t as good as it formerly was. In other words, my enthusiasm for 
this business is very low. I have to concentrate my efforts elsewhere. 
My local competition probably feels the same way. Consequently, 
John A. Roebling’s isn’t serviced as well as it formerly was when 
free local competition prevailed. 

Gentlemen, I sincerely see a great danger in direct selling by the 
rubber manufacturers. It just does not seem to coincide with our 
system of free competition. 
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Gentlemen, if there are any questions, I have been with the so-called 
two sides of the fence in this arrangement, and I feel that my experi- 
ence of 10 years seems to coincide with this problem we are having, 
and it seems to be stemming from the last 10 years or so. 

Senator Morsr. You have been a very good witness, Mr. Gresh. 
Thank you very much for your testimony. 

Are there any questions, Mr. Counsel ? 

Mr. Fotry. Mr. Gresh, in the years that you managed the com- 
pany retail stores, did these stores make a profit ? 

Mr. Gresu. Yes and no. I would like to dwell on that point a 
moment, 

Some of the stores make a profit and some of the stores lose money 
annually. It isa chronic loss condition in some stores. 

Mr. Fo.ry. Before you go into that, Mr. Gresh, would you just 
outline how the financial arrangements of these stores are set up? 
Are they budgeted a certain amount of money or would you explain 
how that is handled ? 

Mr. Gresu. They have certain controls on the stores. Basically, let 
me start this way: I feel that initially the stores coming from policies 
made by the major rubber company, which is Goodyear in this respect, 
gives the stores no appreciable advantage. 

Their buying power is initially the same as a dealer. In other 
words, along these chain discounts buying structure is the same. If 
you were to present this problem to Goodyear and go to the home 
office, they can explain that to you. 

It looks like on the surface it is a competitive arrangement. This is 
where the difference comes in. 

These stores work from a local—and when I say local, I mean a dis- 
trict level—and I am going to cite Philadelphia as an example. 

Philadelphia is the local distributor for the independent dealers 
and also for the company-owned stores. 

Now, at the time Swe with Goodyear, they had nine stores. The 
work on a consolidated P & L, profit and loss, statement. And I ik 
some of the stores will make money, and some will not. 

Senator Morse. Let me interrupt. You say consolidated P & L. 
7 Jump all the 11 stores, did you say ? 

r. GresH. Nine stores at that time. 

Senator Morse. All the nine stores together ? 

Mr. Gresu. Together as a consolidated P & L, showing a net profit 
sales on tires, tubes, appliances, and so forth. 

Now, this is where the bogey comes in, where some of the independ- 
ent dealers get into situations that seem extreme. 

A local dealer, a local Goodyear store that has a good location, 
that the company poured a lot of money into and cultivated, let us 
say, a T'V and appliance business, they are making a nice profit, but 
their volume is a little low. It is always low compared to any manu- 
facturer—I mean, we are all greedy, let us face it—so they want more 
distribution. There is not enough 8.25 by 20’s. There is a contractor 
coming through there. They want that business, so they use the 
stores as a springboard many times, and I have done it; I have thrown 
the book out of the window as much as anyone. They will go in 
there and want an order for 100 tires. 

If you are making a profit, it is very, very simple for the store to 
accumulate some adjustments or write out, give them a bill—95 tires, 
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and work out five free tires or something to that extent. It can be 
covered up because you are making a profit. It is lost in the folds, 
and when Goodyear gets the final figures and sits down with its con- 
solidated statement, it all looks rosy; it looks like nothing is wrong. 

But the evil is coming from the local situation, and in that way it 
seems to be covered up. That is why some of these pricing things are 
out of line. 

Basically it is not wrong from the home office. They particularly 
do not condone it, but along the line of various people in various jobs, 
have a task to do. They have a reputation, their advancement is 
predicated on the job they do. 

The truck and bus man, he has to sell a lot of tires. He does not 
care how he does it, and if they can handle him that way through the 
store, even though they are not being competitive on this initial ar- 
rangement, they will do it. 

Therefore, the dealer is placed in an unfair advantage. He cannot 
operate that way. No legitimate independent dealer would do that. 
I cannot do it now. 

Senator Morse. Let me put asimple hypothetical to you. 

In town A we have a rubber company’s pattern of 9 stores, and we 
have 25 independent dealer stores handling this rubber company’s 
tires. 

Can you tell this committee what practices, if any, the rubber com- 
pany will apply in the company stores in the sale of its tires through 
the company stores that work to a competitive disadvantage to the 
25 independent stores? 

Mr. Gresu. The generalized practice ? 

Senator Morsr. Any practice. 

Mr. Gresu. Any practice. 

Well, they would do this, to cite an example: 

If there were a turnpike or some type of construction coming 
through there, and they have these figures beforetime, approximately 
how much tire business will be done there, they want their share; 
naturally, they are competing with their competitors, they will prob- 
ably approach, to keep the good relationship of their dealers, to put 
on additional equipment, put on additional service trucks, hire addi- 
tional equipment, train a man, and so forth 

Senator Morse. For the benefit of the company stores ? 

Mr. Gresu. No. 

Senator Morse. For all stores. 

Mr. Gresu. For all stores. 

Basically, I think—it depends on the dealer. If they have a large 
dealer there, they do not want to antagonize the dealer; they want 
to keep him happy. They probably will agence him first. If he 
is small, they probably will not approach him at all. He does not 
have enough capital; he is out of the picture. They will immediately 
go to the company-owned store. 

Even though this may not be profitable, sometimes they may force 
the dealer to do that, play him—“If you don’t do this,” in so many 





words, “we are going to have to get this business; we are going to have 
to channel it through a company-owned store,” and on the basis there 
may not be enough business out there to justify this move; maybe 
the dealer’s operation is different. He may be a strictly retail opera- 
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tion and he may have his organization set up or he is making a profit, 
and he is not set up. Maybe he does not have the space; he does not 
have the equipment which he will have to buy. So if he does not 
handle it, they will pass to the company-owned store, even though it 
isnot a profitable move, and they will go out after the business. 

Senator Morse. Well, I am trying to ) find out for this record in rela- 
tion to this allegation that has been made that the company-owned 
stores have a competitive advantage over the independent-owned 
stores; I am trying to find out what it is that the tire companies do 
that results in a competitive favoritism for the company-owned stores. 

If I understood you correctly, you used as an example a case where 
some new business was going to need a hundred tires, and the com- 
pany salesman, in order to get that business, would sell 95 tires and 
let the record show that there were 5 free tires. 

Mr. Gresu. They would make those in a form of an adjustment to 
make it look like this individual had five free tires, and because of 
five tires that failed prematurely. 

Senator Morse. Well, now, is that an advantage that is given to 
company stores and not given to independent stores ¢ 

Mr. Gresu. It is not given from the policy from the home office, 
but it is usually something which stems from your local division or 
maybe the local store manager who has been forced, more or less 
forced, to sell more truck tires. Maybe his truck tires are low and 
he is making a profit, and he will forfeit some additional profit, so 
that he can be the fair-haired boy as far as the district in selling 
truck tires. 

Mr. Forry. Senator, could I just pursue that line of questioning? 

Senator Morse. Yes. 

Mr. Fotry. Where do you get your operating capital when you 
are a company-store manager ? ? 

Mr. Gres. Your tires come in more or less on consignment. You 
have an inventory, and they would more or less be on a consignment 
basis, so to speak. You have a turnover; they usually have turnover 
reports; it is worked out on a monthly basis commensurate with your 
sales in relation to how many tires you can usually stock. 

Mr. Fotry. Who pays the bill, the light, heat, and employees? 

Mr. Gresu. That comes out of the operating expenses from the in- 
dividual store. 

Mr. Fotry. Now, if you were a manager you would pay that your- 
self ? 

Mr. Gresu. It is paid usually from division accounting. It is usu- 
ally—a lot of the bills are centralized. They are not paid by check. 
They are usually centralized in a central division. 

Mr. Fotey. But an account is kept for each store; is that right? 

Mr. Gresu. That is right. 

Mr. Fotry. Asto the expenses incurred by that store? 

Mr. Gresu. That is right. 

Mr. Fotry. Are you budgeted for a certain amount to operate that 
store in a year’s time or how do you determine—— 

Mr. Gresu. No. P 

Mr. Fotry (continuing). Whether the store made a loss or made a 
profit ? 
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Mr. Gresx. Well, from division accounting all your expenses for 
that individual store are accumulated on a monthly basis, and from 
your sales are tabulated, which are sent to your division accounting, 
and a gross profit is derived, less your operating expenses, salaries and 
rent and so forth, and so forth, and then you show a monthly profit. 
Your tires are inventoried on a perpetual basis. 

Mr. Forey. Let me ask you—— 

Mr. Gresu. Perpetual inventory basis. 

Mr. Fotey (continuing). What happens to a manager who con- 
sistently incurs a loss in his operations of a company store? 

Mr. heneer. They usually transfer him, like the Army. They are 
looking for someone to try to do as well as he can, but some of these 
stores are chronic money-losers. The cards are stacked against them. 
If any man with any intelligence whatsoever, so far as business goes— 
in some of these stores there just cannot be a profit. 

Mr. Fotry. Do you know of any store, any one store that has con- 
sistently lost money through various managers that the company still 
has kept open ? 

Mr. Gresu. Yes. There is one right in my market in which I 
operated the store. 

Mr. Fotry. Could you give us the address of it ? 

Mr. Gresu. Yes; 326 South Warren Street. 

Mr. Fotey. Pardon me? 

Mr. Gresu. 326 South Warren Street, Trenton, N.J. 

I would like to fill you in with a few of those figures, if I may. 

Mr. Fotey. All right. 

Mr. Gresu. In 1952 I was sent to that store from Bridgeton, N.J. 
The store previously lost $6,000 in 1951, and when I came in at the end 
of 1952, we ended with a loss of $4,000. That is a total loss of $10,000, 

Fortunately, I changed the tactics of the store and I managed that 
store at a profit. I made $15,000 the following year. But I made it 
primarily on television and white goods, not.on tires. The store is 
not a very good location, and their distribution is not satisfactory. 
So what they do now, their retail sales are not very good, the store loca- 
tion is bad, and they resort to a lot of selling at a wholesale level that 
I do not even touch. I cannot go after that business. I could, if I 
was antagonistic or if I was playing games with the store, but I am 
here to make a profit; I am not here to jockey around and get a pat 
on the back. 

Mr. Forrey. Let me ask you, Mr. Gresh, we are getting into the 
noontime hour and I will just have to leave that line of questioning. 

Do you know during the time you were a company-store manager 
whether there was any buffing of tires? 

Mr. Gresu. I can’t honestly say that Goodyear has done that. 

Let me inject this, that I feel that Goodyear, as a whole, is a fine 
company. I enjoyed my time with the company. It is a fine com- 

any, and I feel these practices that are being abused are down in the 
ower levels, and I think there is where the correcting has to be done. 
I think there has to be something done that these stores are operated 
as a private entity, as itself, not as a consolidated district, and these 
evils can be corrected, if they were looked upon as a private entity, 
as that store. 

That store continually shows a loss and has commercial salesmen 
who, maybe, I cannot afford to have. TU have to do my own solicita- 
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tion because, give or take, a commercial salesman may cost you $5,000, 
$6,000, or $7,000. How in the world can a store such as in Trenton, 
now, which is losing about $10,000 in the middle of a year, support a 
commercial salesman who is competing with me? I have to do my 
own solicitation, two jobs, maybe three jobs. 

Mr. Foury. Let me ask you here, Mr. Gresh, once again to change 
to a different subject, regarding the Federated Metals Division of 
American Smelting. Do you have any idea how many tires they buy ? 

Mr. Gresu. This is idiotic. They may buy two or three. 

Mr. Fo.try. This is across the street from you ? 

Mr. Gresu. No. This Federated Metals, which gets this price—— 

Mr. Forry. They have other accounts, do they not? 

Mr. Gresu. Yes, through American Smelting. That is where the 
evil is. Mest of the large corporations are having subsidiaries. 

I am ina city like Trenton, where we have a lot of small enterprises, 
and year after year these enterprises were originally family corpora- 
tions and are being incorporated into the larger corporations, and the 
time will come—I see the danger in years to come—where every little 
account may be affiliated with some large corporation. 

What large corporations can you sell to? 

Mr. Fotry. Is American Metals Division simply located in Trenton, 
or do they have locations elsewhere ? 

Mr. GresH. They have locations elsewhere. I am not up to date 
on that. 

Mr. Fotry. And American Smelting & Refining is a large company. 

Mr. Gresu. That is a large company. They are a subsidiary of 
American Smelting. 

Mr. Fotry. So that the whole organization may actually buy tires 
at a rather large volume; is that correct ? 

Mr. Gresu. I don’t know what their purchases are; they could be 
large or small. 

Mr. Fotry. So far as you know, the one in your town may only buy 
one or twoa year ? 

Mr. Greso. That is right. 

Mr. Fotry. Finally, I don’t want to embarrass you in any way, but 
I just thought you might help us clarify a matter in my mind regard- 
ing your attitude here considering the fact you have been with the 
Goodyear organization as a manager of a store for some years, and 
then decided to become an independent Goodyear dealer. 

I am just wondering if you would care to elaborate or explain how, 
knowing the industry as you did, that you still felt free to become an 
independent Goodyear dealer. 

Mr. GresHu. Well, when I was in Erie—all the time I was with the 
Goodyear Co. I enjoyed good relationships. In fact, when I was in 
Erie, I enjoyed a good relationship. I was satisfied with the Good- 
year Co. They always treated me well, and I felt that I was making 
sufficient progress with the company. In fact, coming from school 
I went into the tire business. It could have been pottery; it could 
have been chairs; it could have been anything. I got into the tire 
business. I like the tire business. I think it is a good business. I 
think money can be made in the tire business. I think it is a profitable 
business in the overall picture, if it is managed and handled correctly. 
So this was just faith. 
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Mr. Cook passed away in 1953 while I was in the city. Because of 
the fact that I did a commendable job in the company-owned store, 
the gentleman, who was the silent partner of E. L. Cook Tire Co., 
approached me to come with him and to buy into the company. I 
knew that they had certain advantages—when I say “advantages,” he 
had a nice location; he had a business that was constantly growing, 
and, frankly, I felt it was a good move to make. Who knows, it could 
have been bad, it could have been good. It turned out very well. I 
am satisfied. 

Mr. Fotry. Do you feel that the competitive efforts of the Goodyear 
Co. have been more intense in the years that you left the organization ? 

Mr. Gresu. Yes. I see the trend of more company stores for this 
reason: The tire business demands too much capital. At one time a 
man could start in business for relatively small capital, a couple of 
thousand dollars, and you were in the tire business. 

Due to the credit situation, most times you have to be very fluid with 
your credit, you have to handle your credit immediately. 

Mr. Fotey. Just restricting yourself to the question, Mr. Gresh, do 
you feel just generally that the sales effort of the companies has been 
more intense in recent years ¢ 

Mr. Gresu. Yes; I do. 

Mr. Fotry. They have been more aggressive and more vigorous than 
when you were in the organization ¢ 

Mr.Gresu. Yes. 

Mr. Fotxey. Do you suspect that the companies take the dealers’ lists 
of accounts, of good accounts, and then contact them directly, thereby 
eliminating any retail expenses of theirs? Do you follow my 
question ? 

Mr. Gresu. Yes. 

Again, I don’t think that is condoned by the home office. I don’t 
think their policies are such. I think if it 1s done, it is done on a local 
nature and it again stems back to the local or district level of distribu- 
tion where Mr. District Manager is getting very, very greedy for the 
business because his quotas are large, and he in turn has a job to do, 
so consequently they resort to some of these unorthodox practices. 

I would say it is done. I haven’t seen it done too much with Good- 
year, or in fact I will qualify that. I have never seen oGodyear do 
that personally. I can’t actually give you a case. 

Senator Morse. May I interrupt, Mr. Counsel, to ask the witness: 
Does the tire company maintain sufficient control over the company 
store so that if it had knowledge of such practice it would have the 
authority to prevent it ? 

Mr. Gresu. They are supposed to, but I think they talk out of two 
sides of their mouths. To qualify that, there are people in a capacity, 
truck tire capacity, that may know the true facts about what has been 
done, such as billing five tires—and I think it is covered up—and to 
the true sense the district manager may not know the full facts. He 
may or he may not. I can’t read his mind, I don’t know the individ- 
ual’s integrity. Some district managers, let’s face it, have more in- 
tegrity than others. 

Senator Morse. Let me ask you this question. I think this will 
dispose of it, Mr. Counsel : 
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Is it your opinion that company-owned stores selling tires have a 
competitive advantage over independent dealers’ est: ablishments? 

Mr. Gresu. Yes, they do, in this respect: As far as units, they have 
a competitive situation which the dealer doesn’t have, so far as units, 
tonn: ige—again they have deviated from the profit more so than the 
dealer. But the dealer is concerned not with units but with profits, 
and where they have the competitive arrangement so far as units are 
concerned they may put additional men such as truck tire salesmen 
in there getting more units and losing money, where the independent 
dealer can’t afford to do that. 

Senator Morse. All right. Let’s pause on that one for a moment. 

Did you find, and is it your observation, as one who has been in this 
business for some time, that the company store manager is in a better 
position to take a loss in his competing for new business and retaining 
old business, than is the manager of an independent outlet ? 

Mr. Gresu. Definitely ; absolutely. 

Senator Morsr. Do you say that because by taking a loss he can 
fall back on the financial structure of the tire company, whereas the 
independent dealer has no one to fall back on but his own empty 
pocket ? 

Mr. Gresu. That is correct. 

Senator Morse. That is all I have to ask the witness. 

Thank you very muc h, Mr. Gresh. 

Mr. Gresu. Thank you for the time, Senator. 

Senator Morsr. Our next witness will be Mr. Berry Wiggins, Wig- 
gins Tire Store, Unionville, Va. 

Mr. Wiggins, we are very happy to have you with us. Take the 
witness chair and proceed in your own way. 

Mr. Wicarns. Thank you, Senator. 

Senator Morse. I want to say to the other people in attendance that 
Mr. Wiggins will be our last witness this morning. We will take up 
this afternoon under the chairmanship of Senator Humphrey. I, 
unfortunately, will not be able to be here, but I do, Mr. Counsel, want 
to mention a statement by a tire dealer in my own State who has com- 
municated with me at some length, and who was invited to be a witness 
at these hearings, but was unable to make the trip. I want that state- 
ment to be given consideration.” 

Mr. Wiggins, you may proceed. 


STATEMENT OF BERRY WIGGINS, WIGGINS TIRE STORE, 
UNIONVILLE, VA. 


Mr. Wicerns. Gentlemen, I am Berry Wiggins, owner of Wiggins 
Tire Store, Unionville, Va. We have been in the tire business over 
12 years and rec: apping for 5 years. We have a service station along 
with our tire business, employ four men and did a volume last year in 
all items and plus labor of : approximately $150,000. 
The greatest problem the small tire dealer faces is not being able to 
fairly meet competition from the direct or indirect selling of the 
rubber manufacturers. 





48 Retained in committee files. 
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(1) Tire manufacturers have their own company stores and can 
beat your ears in with any price they wish to give in order to obtain 
business in either recapping or new tires. 

Why are company stores opened in the first place? They do this 
because they aren’t getting enough of the potential market in that par- 
ticular area through their distributors, who either haven’t the capital 
or the buying price to obtain his share of the market. 

(2) Another method the manufacturer has is to let you sell the 
new tires at whatever price you have to in order to obtain the busi- 
ness, even if this price is way below your best net purchasing cost. 
In return you are allowed 7.5 percent for handling the deal. 

This means you have the cost of selling, bookkeeping, credit risk, 
handling adjustments, and in some cases even mounting the tires. 

Last year my overhead ran 13.5 percent of my volume so you can 
see this is impractical. 

A rock bottom price on an order of this kind usually runs around 25 
tires, but in quite a few cases less. This puts us in the position that 
our customers can buy the tires considerably cheaper than we can 
although we buy many more tires at a time. 

(3) Also the rubber manufacturers have their own salesmen who will 
call directly on your accounts and make a direct factory sale. Again 
we are unable to meet this kind of competition. 

In most cases the larger your order of tires the cheaper your price 
will be. Wouldn’t it be nice to have a hundred thousand dollars cash 
and start dickering for the best deal? It would be really worth while 
to know just what price some of your competition does have to pay 
for tires. Of course, the invoice would be perfect in every way, but 
credits can be issued on other invoices to take care of additional dis- 
counts and bonuses that the average tire dealer has never heard of. 

Another source of trouble is the gasoline distributor who also is a 
large tire distributor. These distributors sell gasoline to their service 
station outlets and to any truckers, commercial accounts, or even to 
individuals who don’t own anything but a car and a pickup truck. 

These distributors sell tires to the service stations in many instances 
at the same prices as they sell to any individual in our area. It is not 
unusual for anyone to buy a tire at 25 percent off wholesale price or 
less, which is the same price a service station would have to pay. No 
one can fight this. Whatistheirexcuse? They say: 

“My competition does this so I have to, too, or he buys his gas from 
my competition.” In the case where the customer doesn’t use his brand 
of there is no excuse. 

other complaint is the grading of tires, which really is a joke, 
Every tire manufacturer has their 100 level tire, but what is this tire 
made up of? What standard do they goby? Then you come into your 
different size tires. Ask any recapper or get your own measuring in- 
strument and see the different diameters and tread widths that different 
make tires have. 

If I sell a gallon of gas I must give that man a gallon of gas, but 
if I sell him a 710 by 15 tire he may be getting one the same size as @ 
670 by 15, or as big as a 760 by 15. This happens quite often in the 
same manufacturer. 

For the safety of the public each tire should have certain specifica- 
tions to maintain in cord and bead strength construction. Any custo- 
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mer can see when his tire is worn smooth, but he has no idea what’s 
under all that rubber which we all depend on for our lives. 

If this was done the small businessman as a recapper would have 
more and better casings with lots less trouble. 

In closing the only thing we wish, is to have a price with which we 
can fairly meet any competition and yet make a fair profit. 

Senator Morse. Thank you very much, Mr. Wiggins. 

Mr. Counsel ? 

Gentlemen, do you have any questions? 

(No response. ) 

Senator Morse. Thank you very much. 

The hearing will stand in recess until 2 o’clock. 

(Whereupon, at 12:30 p.m., the subcommittee recessed, to reconvene 
at 2 p.m. this same day.) 


AFTERNOON SESSION 


Senator Humpnrey. Our first witness this afternoon will be Mr. 
Charles R. Kimmel. 

Mr. Kimmel, Senator Scott was going to be with us this afternoon 
but there is an item up over in the Senate right now relating to cer- 
tain appointments of some controversial nature and this has enlisted 
the attention of some of my colleagues. So you will just have to bear 
with us on it. I am sorry that more of them cannot be here with you. 

Mr. Kimet. It is netdestly all right. 


STATEMENT OF CHARLES R. KIMMEL, GENERAL MANAGER, C. E. 
KIMMEL & CO., BALTIMORE, MD. 


Senator Humpurey. You may proceed with your statement. 

Mr. Kimmet. Yes, sir. 

My name is Charles R. Kimmel. I am general manager of C. E. 
Kimmel & Co., Baltimore, Md. 

Senator Humpurey. My name is Senator Humphrey, so you know 
who Iam. 

Mr. Kimmet. Yes, sir. 

Senator Humpnrey. Yes, sir. 

Mr. Kimmet. My company has supplied General Motors Corp. with 
tires and tubes for equipment operating in their assembly plants of 
Chevrolet and Fisher Body Divisions located in Baltimore. We have 
done so for about 20 years. 

Prior to about 1953, tires were purchased by these divisions on a 
competitive basis. We secured a good share of this business because 
we were competitive and because of our service. Most of the tires 
furnished were U.S. Royal industrial tires. 

Around 1953 we were instructed by United States Rubber Co. that 
an arrangement had been made with the General Motors Corp. where- 
by we were to furnish their requirements on a direct factory billing 
basis. That is, we were to invoice the United States Rubber Co. for 
merchandise delivered to General Motors Baltimore divisions and 
the rubber company would invoice General Motors direct. In re- 
turn for handling the delivery my company was to receive a commis- 
sion of 714 percent of the General Motors billing price. 
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That arrangement has continued to the present time, and my com- 
pany is regularly furnished with a list of revised net prices to Gen- 
eral Motors Corp. 

Nearly all of the merchandise delivered by my company to General 
Motors Corp. is billed by United States Rubber Co. at prices about 
2 to 3 percent below our actual net cost prices. Our net cost prices 
are based on a volume in excess of $400,000 annually. 

I can offer the comparisons listed below as an indication of the 
differences in net cost prices between our company and General 
Motors: 

EXHIBIT 4 


Size Type Our cost |G.M. cost 
Ne ae lee | 6-ply U.S. Royal Fleetway rayon tire faa eo $22. 97 $22. 84 
700 x 17_..---------.| 8-ply U.S. Royal Fleetway rayon tire-- ‘ : z 36. 21 | 36. 06 
a |} 8ply U.S. Royal Fleetway rayon tire- - es : 50. 83 { 50. 56 
8 x 22.5 ..------| 8-ply U.S. Royal Fleetway tubeless tire ie : 56. 00 55. 70 
LO a U.S. Industrial solid tire eee eens ia 11. 70 11. 10 
Boace & O154.: 5... Oe pe Ee a er 17.72 16, 38 
See a. cceces U.S. Industrial solid tire. .............-- Seta beige 43. 13 41. 00 


The above prices do not include tax. It should be noted that in 
computing net costs, our cost is based on minimum purchases of 
$400,000 annually. (General Motors’ costs are the same regardless of 
volume. 

I estimate purchases for tires and tubes for plant equipment. by 
both General Motors divisions in Baltimore to be approximately 
$6,000 per year in total. 

The average order for two or four industrial solid tires used on in- 
dustrial lift trucks grosses my company about $4. With all the paper 
work involved we are better off without this business. 

You may wonder why we continue to deliver tires to General Mo- 
tors under this arrangement. The reason we do is this: Accounts 
like General Motors are hard to get and hold under normal competi- 
tive conditions. We have hoped since 1953 that someday a change 
will occur, and there will be a return to the former competitive situa- 
tion. Under the competitive situation the price would be higher, but 
General Motors would get better service and attention because we 
would have some profit to afford it. 

We firmly believe this is the only reasonable solution to this prob- 
lem. We have tried everything we can think of to get this policy 
changed. 

That is the reason I am here today. I hope you can help us. 

I would like to add that the United States Rubber Co. may have 
made this arrangement in self-defense. In other words, perhaps if 
that arrangement had not been made some other major rubber com- 
pany may have seen fit to make the arrangement themselves. Never- 
theless, the arrangement is between two large corporations on a direct 
basis and it just leaves us without reasonable recovery for giving the 
service that we feel our customers are entitled to. 

Senator Humenrey. As I understand this, you buy products from 
United States Rubber, is that right ? 

Mr. Kimmet. That is correct, sir. 

Senator Humpnrey. You used to get your products from United 
States Rubber and then you— 
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Mr. Krunmix. Resell them. 

Senator Humrpurey. Resell them on a competitive bid basis as you 
indicated here to Chevrolet, Fisher Body Divisions and so on, is that 
right ¢ 

Mr. Kime. That is correct. 

Senator Humrnurey. That is on the basis as independent compa- 
nies and independent customers ? 

Mr. Kiet. Yes, sir. 

Senator Humpnurey. Presently your situation is that United States 
Rubber supplies General Motors directly ? 

Mr. Kimmet. In effect, yes. We buy the merchandise and deliver 
it to General Motors. We bill the merchandise to the Rubber Co., 
however. The Rubber Co. credits us with the amount they originally 
billed us for this merchandise less 714 percent for handling. The Rub- 
ber Co., in turn, then bills General Motors for the merchandise at the 
net cost price. Weare the middleman. 

Senator Humpurey. That is almost as complicated as government. 
Is this private enterprise ? 

Mr. Kime. That is what they call it, sir. 

Senator Humpurey. Try to explain your views to a country boy. I 
am having a little trouble following you. 

Mr. Kimmet. We receive an order from General Motors, as we did 
only 2 days ago for four solid tires. 

Senator Humpnrey. Yes, sir. Under ordinary arrangements you 
would deliver those tires and General Motors would pay you directly. 

Mr. Kimmen. That is correct, sir. 

Senator Humpurey. That is the way people do business when they 
want to do business legitimately and aboveboard, right ? 

Mr. Kimmen. Yes, sir, that is correct. 

Senator Humpnrey. What happens now ? 

Mr. Kimnet. We take the order and we ship the tires to Chevrolet 
or to Fisher Body, whichever division this is to go to. Our invoice 
is made out to United States Rubber Co. 

Senator Humpnrey. What are they for? 

Mr. Kime . For these tires which we are delivering. 

Senator Humeurey. I thought you got the tires from United States 
Rubber. 

Mr. Kimmen. We buy them from United States Rubber. If we 
have them in stock we take them out of our stock. If we don’t have 
them in stock we buy them from United States Rubber. 

Senator Humpurey. Yes, sir. 

Mr. Kiwmet. Our invoice, however, is made out to United States 
Rubber Co., not to General Motors. 

Senator Humpnurey. How did they get in the act? 

Mr. Kimmet. They issue a credit to us at the same price that they 
originally billed us for these tires which we sent to General Motors. 
Iam sorry if I am getting you confused. 

Senator Humpurey. I am sure you are telling me the story. Iam 
just not very sharp, I guess, on this. 

Mr. Kimmet. We buy two tires and we deliver them to General 
Motors. 

Senator Humpnrey. Who do you buy the tires from ? 

Mr. Krimmet. We buy from United States Rubber Co. 

Senator Humpurey. All right. 
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Mr. Krameu. We deliver them to General Motors. 

Senator Humrurey. United States Rubber should be billing you for 
those tires ? 

Mr. Kimmeu. United States Rubber does bill us for those tires. 

Senator Humpurey. All right. 

Mr. Kime. We in turn take the tires and deliver them to General 
Motors. 

Senator Humpnurey. I understand. 

Mr. Kimmex. When we do this we do not bill General Motors. 

Senator Humpurey. Why not? 

Mr. Kimmet. We bill United States Rubber Co. 

Senator Humpnrey. Who did yousell them to? 

Mr. Kimmet. We sold the tires to General Motors. 

Senator Humpurey. Why don’t you bill them ? 

Mr. Kimmev. Because United States Rubber Co. made the arrange- 
ment to bill them direct and for us to be the delivering or servicing 
agent only. We are in effect the transportation company. We are 
hauling the tires down there and we are getting 714 percent of what 
the rubber company bills General Motors for doing this. The rubber 
company in turn issues a credit to us for the original amount they 
billed us less 714 percent and they, the rubber company, that is, bills 
General Motors at the General Motors net price, which is a very 
complicated way of doing business and it is expensive and we lose 
money on every sale. 

Senator Humeurey. It is so complicated that it looks to me like 
there is something wrong. Nobody ever gets that complicated if they 
have a real aboveboard deal. 

Mr. Kime. I agree. 

At no time did our company enter into any of these arrangements. 
They were made directly between the United States Rubber Co. and 
the General Motors Corp. for equipment used in their plants, not 
— equipment. This is for equipment used in their assembly 

ant. 

. Senator Humpnrey. You were most charitable here awhile ago, 
and I am asking you some rather obviously direct questions because 
I want to get this in the record. 

Mr. Kimmet. Surely. 

Senator Humpurey. Why do you think that the United States 
Rubber Co. participates in this rather—I have never seen anything 
quite so complicated as this outside of a socialist economy. When 
you have many bureaucracies running things they can have more 
people get involved in shuffling papers around than anybody in the 
world. 

Mr. Kime. Yes, sir. 

Senator Humpurey. But in a private enterprise economy we gen- 
erally have manufacturer to distributor to customer. 

Mr. Kime. Right. 

Senator Humrpnurey. There may be a separate stage. You may 
have manufacturer to wholesaler, wholesaler to retailer and retailer to 
customer but this busines of sort of swimming backwards, as I under- 
stand—what you do, you buy tires from your company. You buy 
tires from United States Rubber. 

Mr. Kimmet. Yes, sir. 
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Senator Humpurey. Under any ordinary, reasonable, common- 
sense business process United States Rubber would bill you for the 
tires that you bought. 

Mr. Kimme.. Yes, sir, that is correct. 

Senator Humpnrey. Either you sell them and make some money —— 

Mr. Kimne.. Right. 

Senator Humpnrey (continuing). Or you keep them and go broke, 

Mr. Kimneu. Right. 

Senator Humrurey. Unless you can get some kind of arrangement 
with United States Rubber where they are willing to take them back 
and maybe give you some adjustments. As I understand it, what you 
do, you buy tires from United States Rubber and then General Motors 
wants to buy some of the tires that you bought from United States 
Rubber. 

Mr. Kime. Right. 

Senator Humrurey. You deliver those tires to General Motors? 

Mr. Kime. That is correct. 

Senator Humeurey. Right. But you donot bill them. 

Mr. Kimmeu. We can’t bill them, for one reason. We would have 
to bill them at a lower price than what the tires cost us because the 
rubber company has cut us off entirely, almost entirely. They are 
making a deal direct with General Motors. 

Senator Humpurey. I understand. 

Mr. Kimmex. And they are leaving us in the deal insofar as we 
have to do the shoveling. 

Senator Humpnrey. That is what the price list in here means? 

Mr. Krumex. That is correct. 

Senator Humpurey. If you billed General Motors directly you 
would be billing them at a price—— 

Mr. Kimme.. Below our cost. 

Senator Humpurey (continuing). Which is below your cost. 

Mr. Kimmeu. Yes, sir, that is correct. 

Senator Humrurey. So you are really not selling those tires to 
General Motors? 

Mr. Kime. We are just a delivery agent and the advantage of 
the volume which we would earn in purchases from the rubber com- 
pany doesn’t come into this at all. We are excluded from building 
volume because this is not included in our purchases because it is 
ultimately credited to our purchases. 

Senator Humpnurey. I understand. 

Why do you think United States Rubber does this ? 

Mr. Kimmet. I suspect General Motors in particular is one of their 
big customers. 

Senator Humpnrey. Yes. 

Mr. Kimmet. I think also that with the number of plants that Gen- 
eral Motors operates they can take the total of all these plants that 
are spread throughout the United States and say, “We are giving you 
X number of dollars of big volume here.” 

Senator Humpnurey. Yes, sir. 

Mr. Kimmet. “So we want to consolidate this thing and lower our 
cost of doing business, so we will buy direct from you on this basis and 
have your distributors just deliver the merchandise as required.” 

Senator Humpnurey. Yes. 
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Mr. Kimmet. Occasionally it will take approximately a month be- 
tween the time the tires are ordered and the time we deliver them only 
because we don’t go out of our way at all. A week after we de liver 
two solid tires, if they come apart and General Motors calls us we refer 
them directly to United States Rubber Co. because there isn’t enough 
profit for us to call them up on a telephone and say, “We are sorry. 

Of course the General Motors Corp. local level personnel hands are 
tied. They would like to change it because they don’t get the service 
that they should be getting. 

Senator Humpurey. What do you think we should have as the pat- 
tern of business relationships here? We see the problem as you out- 
lined it. 

Mr. Kimme.. Yes, sir. 

Senator Humpurey. The rubber companies will obviously have their 
opport unity to answer these charges. 

Mr. Kimmet. Yes, sir. 

Senator Humpnurey. As they should and you would want them to 
have that opportunity. 

Mr. Kime. Yes, sir. 

Senator Humenurey. How do you think this ought to be dealt with? 

Mr. Kimmew. As I said, the only solution that I can come to is 
that it be put directly on an outright competitive basis. They should 
get what they pay for, and they should be willing to pay what they 
get at the same time. In other words, we are ent itled toa profit if we 
are handling United States Rubber Co.’s merchandise. 

Senator Humpurey. Yes. 

Mr. Kimmet. And it is not fair for General Motors because of the 
volume of purchases they have on a nationwide basis to get an advan- 
tage on a local basis that is not available to a United States Rubber 
distributor. 

Senator Humpenrey. And you get no credit in your sales? 

Mr. Kimmet. No, sir. 

Senator Humrurey. In your relationship with United States Rub- 
ber for this volume ? 

Mr. Kimmen. None whatsover. 

Senator Humenrey. That you have to service. 

Mr. Kimmen. None whatsoever. None whatsoever. We are strictly 
a delivery agent. 

Senator Humpurey. I see. Is this characteristic of other com- 
panies as well, as far as you know? 

Mr. Kruet. I know that this direct selling problem is growing. 

Senator Humpnurey. Yes, sir. 

Mr. Kiwmet. It isa serious one. This is one thing that I felt that I 
know enough about, the spec ific which is nailed down tight, that I can 
put my fingers on and say, “This is the fact.” 

Senator Humpnrey. Ver y good. 

Mr. Kimmev. The other things I have he: ard and I know it goes on, 
but I can’t say to you in this detail that it is going on. 

Senator Humpnnrry. Is a representative of ‘the FTC here today? 

Mr. Fotey. They will appear tomorrow morning. 

Senator Humrurey. Is a representative of the Federal Trade Com- 
mission here? They ought to be. They ought to be here at all these 
hearings. I want the record to show if for no other reason than to 
listen and observe. 
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Mr. Kimmen. If you will permit me to say, I think that the reason 
we are still involved in the deal as far as we are is because of the 
FTC stepping into the situation. 

Senator Humpurey. That is what they are for. 

Mr. Kime. They could not cut us out entirely, so they still have 

1 lex to stand on in my opinion, because we do ret a delivery com- 
mission but it certainly is far from reasonable. 

Senator Humpnrey. That is what they are for. That is why we 
like at the hearing to have the representatives of the regulatory 
body. The regulatory bodies were not created by the executive branch 
of government. They were created by the legislative branch. 

Mr. Kiunet. I see. 

Senator Humpurey. They are there to protect the public interest 
within the terms of the law. The Federal Trade Commission Act sets 
out certain rights that you have and other entrepreneurs as does the 
Robinson-Patman Act, Clayton Anti-Trust Act, Sherman Act and 
other acts. 

I know when we hold hearings like this, and I think this was al- 
luded to this morning, that the regulatory agencies have a habit of 
taking some long overdue action just prior to the hearings. So I am 
convinced that there is some value in these hearings. 

Mr. Kimmet. Yes, sir. 

Senator Humrurey. I believe that is all, Mr. Kimmel, unless you 
have more. Do you want to ask any questions, Mr. Foley ? 

Mr. Forry. Mr. Kimmel, do you have any trouble with respect to 
local accounts as opposed to national accounts ? 

Mr. Kimmet. You mean a company that is located in one city and 
only that ? 

Mr. Fortry. Yes. You are from Baltimore. There may be a local 
bakery or construction firm, or local bottling works, something along 
that line. 

Mr. Kime. Is there a situation of this nature involved with those 
particular accounts, is that what you mean ? 

Mr. Forry. Yes. 

Mr. Kimmeu. Not to my knowledge, nothing that I could prove. 

Mr. Fotry. Regarding national accounts, did this practice go on 
prior to 1953 w here the companies were selling before 1953 to national 
accounts ? 

Mr. Kimme.. Yes. 

Mr. Fotry. To your knowledge? 

Mr. Kime. But not on the basis of this nature. 

Mr. Fotry. What was the basis, then ? 

Mr. Kimmet. The basis then was that the major rubber company 
would solicit certain large national accounts for business and then 
they would propose certain prices on certain types and sizes of tires. 
Then it would be up to the distributor or dealer to supply tires at that 
price within his buying price, without this kickback arrangement, this 
service commission. He had to sell within what he bought it for, 
which either left him a reasonable margin to work with or it didn’t. 
In this case they are selling at prices below our net cost and we could 
not possibly sell and break even. 

Mr. Forry. At that time was the selling price sufficient to allow 
vou a reasonable markup or commission on it ? 
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Mr. Krumet. Yes, it was. 

Mr. Fotery. Is the problem of national accounts your main com- 
petitive problem or what about company stores ? 

Mr. Krwmev. Our main competitive problem—lI had not come pre- 
pared to answer that, frankly. There are a number of problems in 
our business. Whether that is the main competitive problem, I cannot 
say that it is. 

Mr. Fotey. What are the others that you have in mind ? 

Mr. Kime. Well, the company store is certainly a factor. There 
is no question of that. 

Mr. Fotry. Could you elaborate just a bit. I am not trying to tie 
you down to anything on this. 

Mr. Kiwmet. Well, it is difficult for me to point out specific 
examples. That is why. 

Mr. Fotry. The company stores—— 

= Kimmeu. You see, I am prejudiced, too, and I have to admit 
that. 

Mr. Fotry. How is that? 

Mr. Kimmet. Because I am a competitor of the company store. 

Mr. Fotry. The company store, you know, is able to make a greater 
investment and buy greater quantities and sell at lower prices, or, 
as a matter of fact, the company stores can operate at a loss whereas 
you can’t, is that correct ? 

Mr. Kime. We buy it at a certain price and we have got to make 
our living over and above what we pay for it. The company store 
doesn’t have to do this. If the company store sells a million dollars 
worth of business this year, and they get back a million dollars for it, 
that is the equivalent of selling us a million dollars worth of merchan- 
dise as regards profit. They have their actual manufacturer’s profit, 
if they sell at what they seil it to us for out of their company store and 
on that basis we are not equal competitors. 

Mr. Fotery. I think that is all. 

Mr. Kime. Thank you, sir. 

Senator Humpurey. I think he should amend that statement. They 
have manufacturer’s profit, less, of course, the operational cost of 
the company stores. 

Mr. Kimmet. That is correct. 

Senator Humpnrey. Yes. Thank you. 

Thank you, Mr. Kimmel. It was a very fine statement. 

Mr. Sxusrrz. I am Joe Skubitz, Senator Schoeppel’s administra- 
tive assistant. Hecannot be here this afternoon. He has floor matters 
and asked that I sit in on the meeting. 

Senator Humpnrey. You are very welcome. 

Senator Schoeppel is one of the senior members of the committee 
and is keenly interested in these matters. We want to report his con- 
tinuing interest and your presence here. 

Mr. Sxvsirz. I would like to have this letter submitted for the 
record. 

Senator Humpnrey. Yes. This is a letter submitted by Senator 
Schoeppel, which we will include in the record at this point. 
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(The letter referred to is as follows :) 


Exuisit 5 


LETTER ADDRESSED TO SENATOR SCHOEPPEL FROM J. W. MARTIN, MARTIN TIRE & 
Suppty Co., WicHITA, KAns. 
JUNE 12, 1959. 
Hon. ANDREW F. SCHOEPPEL, 
U.S. Senate, Washington, D.O. 


Dear SENATOR: Not long ago I had the honor and pleasure of riding with you 
from Wichita to Kansas City and enjoyed the visit very much. You may recall 
that we discussed to some extent the malpractices of the major tire manu- 
facturers with reference to their squeeze on the independent dealer. 

For quite a number of years, some 15 or 20 at least, the tire manufacturers 
have become more and more active in direct selling to the consuming accounts, 
so-called national accounts, large fleet accounts, bus and taxicab accounts, and 
rental accounts. 

Next has come the retail stores in the same markets, the same towns, some- 
times no farther than across the street from the longtime loyal franchise 
dealer of that factory’s products. 

The direct selling on the part of the manufacturers and through theh 
stores made it very nearly impossible for the independent dealer to exist with- 
out some other line of merchandise or endeavor to defray the expenses of 
operating his business, since the sale of the new tires alone would not doit. In 
some cases the dealer was advised to accept business at his cost or below to 
meet some other manufacturers’ direct competitive prices and allow the dealer, 
if he were fortunate enough or unfortunate enough to secure the business, 
a credit for commission on the sale the maximum of 7% percent and sometimes 
as little as 2% percent depending on how deep a quotation was made. 

With the cost of doing business, most all classes of dealers, the percentage 
to sales will range from 18 to 26 percent, and in many cases even more, so it 
is obvious that the independent dealers cannot buck the tire manufacturers, their 
own suppliers’ competition, and remain in business on tires alone. 

Many of the tire dealers resorted to appliances. Others stayed with tires and 
went into the tire recapping and tread renewing business, which had proven 
itself to the economically sound and a real moneysaver for the user and be- 
came almost a universal practice of the transportation companies, as it was 
not unusual in many cases to obtain as much mileage on the second or recapped 
tread as originally was provided in the new tire itself. 

The recapping business gave new life to the independent dealers, who in 
the beginning did almost all the tire recapping and tread renewing business, 
and on a very profitable basis. 

The tire manufacturers were not satisfied with this new lease on the life 
the independent had, so at least three of them entered into a very ambitious 
program of establishing retreading plants, factory operated, in all of the major 
markets, and extended that recapping service year to year into smaller and 
less important markets, and contested for the Government recapping business at 
discounts approaching cost, or in some cases a little bit less, and that price- 
cutting practice became almost universal with the tire manufacturers own oper- 
ated plants in all markets. 

This subject to me hits a very tender and vital spot, since I have been in the 
tire business for 45 years, 15 with one of the major companies and 30 years 
trying in some manner or other to make a living in the tire business. 

I recall that you are a member of the Small Business Committee, and since 
there is a hearing coming up before your group real soon, I think next week, 
I feel sure that you will be in a position to go to bat for us and your ambitious 
efforts for our cause, I’m sure, will have excellent effects for a satisfactory out- 
come. 

; I will look forward to hearing from your further with reference to this sub- 
ect. 
Sincerely, 
J. W. MARTIN. 


Senator Humpurey. The next witness will be Mr. Gerald O. Oyaas. 
Go right ahead and proceed. 
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STATEMENT OF GERALD 0. OYAAS, OYAAS TIRE & APPLIANCE C0., 
MINNEAPOLIS, MINN. 


Mr. Oyaas. Senator, first of all I have a prepared statement here 
which I will read, but I would like to introduce myself. My name is 
Gerald O. Oyaas, and I am from Minneapolis, Minn. For the past 
year and a half, I have operated as a dealer for the B. F. Goodrich Tire 
Co. in Minneapolis. 

Prior to that time and since graduation from the School of Business 
Administration of the University of Minnesota in 1933, I was em- 
ployed by the Goodyear Tire and Rubber Co. and managed company 
owned stores for them in various cities around the United States, my 
last stops being at Minneapolis and St. Paul. 

Now, at the time that 1 resigned from Goodyear, which was in Sep 
tember of 1957, at that time I was managing their store in St. Paul. 

My reasons for resigning after 23 years of service, and at that time 
I was 50 years old, were purely to get into a business of my own, not 
necessarily to make more money but just to make things a little bit more 
secure for myself and my family and to prove to my self that I had the 
nerve to do it. 

My relationships with Goodyear through the years were excellent 
and the company always treated me fine, so I have no quarrel with them 
on that score. I left the company in good standing. In fact I have a 
bulletin right here with me that shows that at the time of my leaving, 
when I was in charge of the store in St. Paul, we had 3 company-owned 
stores and 14 territory sales stores that comprised the sales organiza- 
tion for the State of Minnesota and part of Wisconsin; and my store 
at that time was in No. 1 position of these 17 sales units, and in August 
with 90 percent of our quotation made for that year. So I say that 
just to let you know that I left in excellent st anding, I think. 

Senator Humpurry. Yes, sir. 

Mr. Oyaas. Now I find myself in the position of being a small busi- 
nessman whose first year’s sales amounted to only $182,000 and now as 
such, as a small businessman, I have to compete against these company 
stores which are owned by Goodrich, who happens to be my supplier, 
and Firestone, and Goodyear. 

Now I would like to read the prepared statement. You have copies 
there. 

Senator Humrurey. I appreciate the extra background material 
you have given us. It is a very fine record for which you are to be 
commended. 

Mr. Oyaas. Thank you, sir. 

This is a letter dated February 2, 1959, addressed to Ernest B. 
Martin, president of the National Tire Dealers & Retreaders Asso- 
ciation. 

Dear Mr. MArtiIn: In replying to your request for dealers willing to testify at 
the forthcoming hearings, let me first point out that for 15 years prior to resigning 
from Goodyear and going into business for myself I managed the Goodyear Serv- 
ice Store in Minneapolis, one of the largest in the United States. 

My thinking during those years and now as a dealer is that an independent 
dealer has no business trying to compete against the company-owned stores, 
particularly as it pertains to the selling of truck tires. To sell and service 
trucking accounts, a dealer is only interested in the profit to be made, whereas 
a store manager who has been “saddled” with a large quota and is under constant 
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pressure for volume will of necessity to protect his own job make profits a second- 
ary consideration and “take the business” at any price, going right down to his 
ultimate cost if need be. 

As for specific cases there are many, but the general pattern of cutting prices as 
done by the company-owned stores comes about in several ways, which I will at- 
tempt to enumerate. 

(1) Excessive quotas set up by the parent company. 

(2) Competition from lower-priced “off brands’—tires I am talking about. 

(3) Commercial salesmen of the stores meeting or beating prices of their 
competitors. 

(4) Setting up a “Big Deal” by offering a lower unit price on the purchase 
of a large quantity of truck tires. 

(5) Contests between stores. These are always based on total sales or 
unit sales. By unit I mean passenger units or truck tire units, farm tire units, 
or what have you. These contests within the stores go on continually. 

(6) Wholesale prices to employees of large commercial accounts, their friends, 
relatives, and so forth. 

(7) Ambitious store managers trying to make a showing: 

(a) Complete lack of experience in business by young half-trained college 
graduates of “hot shot” salesmen who have been assigned to manage stores. 
These men don’t know how to run a sound, profitable business and actually 
eare less as they feel that they “are on their way up” and regard their present 
assignment as just another step up the ladder to success. 

I can truthfully say that as a store manager for Goodyear I made enough profit 
at the retail level to keep my store well in the black and seldom missed earning 
maximum bonus; however, these profits were not made from the sale of truck 
tires. Competition wouldn’t permit it and I was as guilty as everyone else of 
taking truck tire business at margins I wouldn’t think of selling at as an inde- 
pendent dealer, taking into consideration that I have certain direct expenses, 
such as free delivery, mounting, commissions to salesmen, operating expenses, 
not to mention rent, credit risks, and other expenses. 

The trouble with the tire business as it stands today can be traced directly 
to the big rubber companies who aspire to operate their factories at 100 percent 
capacity so as to keep their production costs down. To do so means that they 
must go all out to increase their sales, offering extra 10’s, stepping up their 
sales activities on second line truck tires, and not finding their dealers too 
receptive to selling truck tires at cost or below, they “saddle” their stores and 
territory salesmen with quotas that are all out of reason. Any store manager 
who fails to realize the importance of volume sales and who balks at subsidiz- 
ing the truck tire business for his parent company soon finds himself demoted 
or off the payroll entirely. Any store manager knows that “volume is king” 
and profits come second in importance. In fact, if his volume is up and he 
makes his quota he has done a good job even if the store only broke even. 

I would say that the only way it can ever be straightened out would be to 
force the rubber companies to dispose of their stores and be entirely out of the 
retail business. Certainly to exercise complete control from the growing of the 
rubber right on down the line through the steps of manufacturing and dis- 
tribution to the point of making the final sale, mounting the tires on the cus- 
tomer’s car and then financing the deal must constitute some sort of a monopoly. 

If this can’t be done an alternate suggestion would be to force the company- 
owned stores to limit their commercial sales activity so as to place them on a 
more even basis with the dealers. For example, my chief competition as it 
pertains to the selling of B. F. Goodrich tires is their company-owned stores 
here in Minneapolis who have no less than six commercial salesmen out calling 
on accounts. For me to hire a salesman, buy a fleet-service truck at a cost of 
about $4,500 and to sell truck tires and retreading at their prices and dis- 
counts, free service, and taking my lower “* buying price into consideration would 
border on the ridiculous. 

As it now stands the big rubber companies instead of curtailing their store 
activities and trying to help out the few dealers who have survived through the 
years are out “to take it all” and are putting in new stores. Right in Min- 
neapolis where I come from Firestone has several stores in both Minneapolis 
and St. Paul. Goodrich had added a new store in St. Paul and Goodyear has 
two more stores in Minneapolis, two stores that were just recently put up. 





% The word “lower” was subsequently corrected to read “higher,’’ see p. 86. 
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All these stores are far more elaborate, better equipped, and more ably staffed 
than those of their dealers, and if the truth be known all operating at a loss. 

The only fair and reasonable deduction to be made is that if this trend of more 
stores and more and more of direct selling continues, the independent dealer 
will soon become as extinct as the dodo bird. 

Now, I would like to sum up my remarks here. I have a good 
example of what can happen just as recently as last Saturday. 

When I first went into business, which was in November of 1957, 
there was a gentleman that operated a service station in Minneapolis, 
He had been my customer when I ran the Goodyear store and we 
were good personal friends. He wanted to help me out in my new 
business, and he started buying from me. 

Last year, the year of 1958, his purchases from me amounted to 
$2,367.05. I think I was getting about half of the business and Good- 
year was probably getting the other half. So we will say he was a 
$5,000 a year service-station dealer. 

Now I was selling him at a base 3 price, which represents a 25- 
percent discount from the code. 

The tire dealers are set up, Senator, according to their buying abili- 
ties. As you go up the ladder, the discounts become bigger. But I 
think Goodyear had them on much the same program at 25 percent 
discount from the code. This program seemed to be satisfactory to 
both myself and the Goodyear store because we both got some busi- 
ness out of it. 

In February, I contacted this dealer and I sold him a spring-dated 
order on tires that amounted to about $700. By spring dating I mean 
we deliver them in February; he doesn’t have to pay for them until 
May, June, and July. And I haven’t had a nickel’s worth of busi- 
ness out of him since. 

I have called him from time to time, and he has told me, “I am still 
selling the tires you sold me last winter. I go out and buy new ones 
from Diesdyear:” 

Last Saturday I had to get my car lubricated so I went out to see 
and got to talking to him and come to find out that the Goodyear 
store had gone in there in Minneapolis and set him up on a base 5 
ns less a small annual bonus. Base 5 is 30 percent off from the 

e. 

Senator Humpurey. You say 30 percent off from the code. You 
mean 30 percent off from the list ? 

Mr. Oyaas. No; off the code. Code is slightly below the list. I 
don’t know what the difference is between the list and code, but it is 
not very much. 

So he pinned me down. He said, “I think I got a credit coming 
from you based on my new buying price from Goodyear.” 

I said, “I can’t give you a credit. They are giving you the tires 
at the same price I buy from B. F. Goodrich Tire. I can’t give you 
a credit. As much as I would like to do business with you in the fu- 
ture, I cannot live at the kind of price because all we would be doing 
is trading dollars.” 

Right there, getting business on a friendship basis sort of ceased, 
because I was at a price disadvantage, and I have lost that man as 
a dealer for good. 

But that is just a small example of what we are up against. 
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Now, I explained to this dealer that he was buying at about the 
same price that I would buy from the B. F. Goodrich Co., and I was 
sorry, but I just could not meet it. 

It so happens that this particular store, that is presently selling 
this dealer, is reputed to have lost in the neighborhood of $20,000 
last year. So, no doubt this sort of selling has probably contributed 
to their troubles. 

But, let’s assume that that store instead of being a company-owned 
store was an individual dealership such as I am. With those sort 
of selling tactics eventually he would go broke and everything would 
automatically straighten out, and we could go back to selling these 
dealers at accounts at reasonable prices. But a company store never 
goes broke. I mean a store may lose a lot of money, and they will 
either discharge or transfer the manager. They will bring in a new 
manager and chances are the direct selling and the losses will keep 
going on. f 

I cite that instance because it is very recent in my mind, and I just 
wanted to give you an idea, Senator, of what we independent tire 
dealers are up against in competing against actually our own sup- 

liers. 
: Senator Humpnrey. I understand this. I remember when I was 
some years ago in business with my father. We ran up against the 
same thing on icecream. It is a little different than the tire business. 
But if you have your money involved in it, you know money is money 
and products are products. 

It is the same sort of business. We would have to buy from a 
company. That day I remember the price structures changed a great 
deal, but it was about 85 cents a gallon so we would pay wholesale. 
The store down the street was selling it for 85 cents a gallon on retail, 
the same ice cream. 

Mr. Oyaas. Yes. 

Senator Humrnurey. The only opportunity we had to compete was 
that my father had a built-in labor supply that he did not have to 
pay; namely, my brother and I. That is where I got my training for 
politics. He believed in getting us up early and working late. We 
would close up about 12 and make ice cream to about 3 in the morning 
free of charge. 

I want to admonish all of the past and those of the future that 
“ain’t” no way to get rich, I will tell you, or enjoy life. 

Mr. Oyaas. You must have been the original dollar a year man. 

Senator Humpurey. I was less than that, my friend, but I sure ate 
alot of ice cream. 

You have given us the kind of case story that I think is very help- 
ful for a better understanding of it. 

I would like to ask you just one or two questions and then Mr. Foley 
may have some. 

Because of your years of experience with one of the large rub- 
ber companies, and I appreciated the fact that you made your state- 
ment to the effect that you had been treated well, that you had no 
complaint about your personal relationships. I think what we need 
to keep in mind here is that we are talking economics and we are talk- 
ing patterns of distribution, and I would gather that most of the 
people that had been associated with these larger companies have 
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been treated well, but when they go into business for themselves they 
find very much what you found ‘out with your friend. I mean the 
friendship lasted for a while, but when the rebates and the margins 
got out of hand insofar as you were concerned, to your disadvantage, 
the friendship was still there, but it did not yield business. 

Mr. Oyaas. That is right. 

Senator Humpnurery. You mentioned something about transfer of 
store managers or dismissal if things did not go too well in some of 
these company stores. 

Is it a characteristic pattern that if company stores lose money or 
fail to keep quotas or to meet the objectives and goals set by the large 
manufacturers that the manager is either transferred or that he is 
dismissed or demoted ? 

Mr. Oyaas. Well, that is usually what happens. To make it a 
little more clear to you, Senator, I think what the rubber companies 
want to do is they want to have their cake and eat it, too. In other 
words, when they put these stores in originally, to go back a few years, 
the start of the company stores was during the depression, things were 
pretty tough. To make it tougher, the price wars of the 1930’s started. 

Senator Humrnrey. That is the period to which I was alluding a 
little earlier. 

Mr. Oyaas. Most of your company stores as of today were origi- 
nally dealer takeovers, where the dealer has gone broke and could not 
survive the price wars. The supply companies, Firestone and Good- 
year, stepped in and bought them out and proceeded to operate them as 
company stores. 

Now when I made the remark that they want to have their cake and 

eat it, too, these outlets to the rubber companies represent places where 
they can get distribution on tires, truck tires, passenger tires, and farm 
tires. Of course, they set them up ona quota and they would also like 
to have those stores operate in the black. But I know from my years 
of experience that of the two the volume of business was far more im- 
portant than any profit that I might make. They like to have both. 
But volume was king, for the simple reason that there are two profits 
involved, one is the primary profit selling to the store or to the dealer 
and then in the case of a store, if the store makes a profit that actually 
is a secondary profit to the tire company. 

Senator Humpnrey. Yes. I would think that the large manufac- 
turing concern, and in this instance we are speaking of tires, would find 
it advantageous to have a tremendous number of outlets, individual 
outlets, even if not company stores, on the basis of volume. 

Now I would not want to be critical of the rubber companies at- 
tempting to reduce their unit cost by operating their plants at maxi- 
mum capacity and inaugurating every known technological advance 
in order to improve quality, output, and reduce unit cost. The man- 
ufacturing end of the line, it seems to me, this is the inevitable. process 
of technology, and it also would be one of the rudiments or require- 
ments of good management. 

Now, that is the manufacturing process. 

What would seem logical to me is that it would be to the advantage 
of the company to have thousands and thousands of outlets throughout 
the country and then to service those outlets through the distr ibutors, 
who, in turn, can give more intimate detail service to the retail outlet 


an Go ad 


am te tan aot 








OE ee 


ct @ 


cts 


DUAL DISTRIBUTION IN AUTOMOTIVE TIRE INDUSTRY 83 


and through your advertising and through your types of promotional 
programs ‘that big concerns 1n cooperation with distributors and re- 
tailers can put on. 

I watched this in the drug business. That is my line, you see. I 
know a litle something about it, not as much as I used to, but I know 
something about it. 

I remember the Walgreen Co. when they were the big chain outfit, 
well-operated, high-quality merchandise. 

In order for some of the private druggists to be able to stay in busi- 
ness, Why you had to work out some kind of an arrangement where 
you could compete and you noticed in many communities there are 
what they call Walgreen system stores. Those are privately owned 
stores just like a Rexall store or a McKesson store or any other dif- 
ferent kinds, the Merit Quality Stores, that is Northw estern Drug out 
our way. And you as a private mere hant can buy from the W algreen 
factory and get the advantage of their low production cost and they 
get the advantage of a large output of their brand-named product ; and 
without that I: irge output ; they could not produce as cheaply for their 
own stores. So ‘it has a mutuality of interest. These are privately 
owned stores with Walgreen products being distributed by private 
merchants just as they are distributed by the company store. 

Mr. Oyaas. Actually in competition. 

Senator Humpnrey. Actually in competition, but the advantage 
that the Walgreen system store gets is the tremendous advertising 
advantage, the merchandising advantages, and so forth that come 
along with it. 

What I am getting at is would it not be possible, or maybe they do 
this, for the lar ge tire company working through his distributor down 
here to the retailer or the distributor out to the customer, to have 

mass advertising sort of uniform type of promotion programs rather 
than relying on the company store to give them the output to consumer. 

Mr. Oyaas. W ell, they have somewhat that now in that most of 
your large oil companies in the United States are tied up with major 
rubber companies. 

Senator Humpurey. Yes? 

Mr. Oyaas. For example, where you and I come from, Senator, 
Goodyear and Firestone pretty much split on Shell Oil Co. 

Senator Humpnrey. Yes. 

Mr. Oyaas. And Goodrich and Firestone split on Texaco and Good- 
rich has Conoco out there. That isanother thing. For a small dealer, 
like myself, the bars are up. I am shut out from that type of busi- 
ness. ‘They have other ways of handling it. 

Senator Humreurey. In other words, you do not get a chance to 
compete on equal standards with those outlets ? 

Mr. Oyaas. That is right. I can’t sell them. Let’s put it that 
way. 

Senator Humpurey. You can’t sell them? 

Mr. Oyaas. No. 

Senator Humpnrey. All right, sir. I get your picture. What this 
really boils down to is the distributor is going to be squeezed out; 
is that it? 

Mr. Oyaas. That is right. 
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Senator Humrpnrey. If you follow the eventuality of the argument 
there may be instances where by some peculiar set of circumstances, 
unusually good practice or managerial backgrounds or large amounts 
of finance that you may have had in a family or through some other 
reason that you are able to stick with it and maintain yourself. 

Mr. Oyaas. It is not too unattractive a business for a person to go 
into, in particularly the large cities, for the simple reason that it does 
not entail a good-size investment and you get in the business. And 
who are your competitors? Your supplier’s own company stores, who 
as I told in my letter, they are out after volume. They are not 
interested so much in making money. They are interested in making 
a quota. They make a quota one year and they get a bigger one the 
next. So eventually they wind up stewing in their own juice, so to 
speak. That is what you are up against, up against competition who 
are willing to sell at cost or slightly above, which to me as an inde- 
pendent, I cannot do that. 

Senator Humpurey. In my business it is like Pond’s cold cream, 
setting up Pond’s cold cream stores to compete against our toiletry 
section. 

Mr. Ovraas. That is exactly right. 

Senator Humrurey. To say the least, that does not smell too good 
even if it is Pond’s. 

All right, sir. Mr. Foley, I believe I had one other question but 
you go ahead. You might ask this question about operating capital. 

Mr. Fortry. When you were a manager of a company, sir, where 
did you get your operating capital ? 

Mr. Oyaas. We were financed entirely by Goodyear. 

Mr. Fotry. Would you be budgeted a certain amount each month 
or each year or quarter, or how did it operate? 

Mr. Oyraas. Well, everything we purchased we purchased through 
the rubber company ; even our appliances were billed to us. 

Mr. Fotey. Who would pay the normal day-to-day expenses, light, 
heat, employees? 

Mr. Oyraas. We would pay those out of our petty cash fund. Our 
payroll, all was handled, I believe, at Chicago, and any bills, I think, 
over $200 were paid either from Chicago or Akron. 

Mr. Fotey. Did you periodically get a statement as to how you 
were doing? 

Mr. Ovaas. Oh, yes; every month. 

Mr. Fotezy. In other words, the company would calculate the value 
of the tires that were sent to you, and subtract from there the amount 
of expenses allocated from that store and would get an idea of how 
they were doing? 

Mr. Oyraas. We would get a profit and Joss statement every month. 

Mr. Forgery. If you were suffering a loss, what would happen? 

Mr. Ovyaas. Well, if you were suffering a loss it would show up on 
the profit and loss statement, and if the loss was too great, naturally 
there would be pressure on you. 

Mr. Fotry. I you did suffer a loss, they put the pressure on you? 


Mr. Oyaas. That is right. 

Mr. Forxy. What type of pressure do they put on you? ’ 

Mr. Oyaas. Get it back up there; either you get your store in the 
black—— 
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Mr. Forry. If a fellow were cutting prices on his tires, he couldn’t 
do that forever, is that correct, and maintain his job? 

Mr. Oyaas. If he cut on ail tires, he couldn’t; no. But in a case 
like myself, this was sort of a confession, but when you have a com- 
pany-owned store, and as I mentioned in my statement there we did 
most of the time we were in the black, well in the black, but we made 
our money at the retail level selling passenger tires and selling appli- 
ances and carrying charges and wheel balances. When it came to 
truck tires our margins were extremely low, and actually what we 
were doing was subsidizing the parent company’s truck tires in that 
town. Because we had commercial tires out and were selling for 
ridiculous prices, we were delivering for free and mounting for free, 
and paying asales commission on that business. 

Mr. Fotry. You could make up on your accessories and appliances, 
but losing on your truck tire sales ? 

Mr. Oyaas. That is correct. 

Senator Humpurey. The truth is the customer was subsidizing the 
truck tires. 

Mr. Oyaas. That could be, too. 

Senator Humpurey. You can’t run a business without making 
money someplace, and if the truck tires are on low margin or even at 
cost, and sometimes even below cost, you have got to make it up some- 
where. Any man who runs a business knows, if you have leaders in 
your store, the whole theory of the leader item in a store is to get 
somebody in. As we used to say if you got them in and you didn’t 
have ability to sell them more than they contemplated buying, you 
were not a good businessman. You had companion sales; in my busi- 
ness, if anybody tried to buy a razor you would sell him shaving cream. 

Mr. Oyaas. Or sell them the blades and throw in the razor. 

Senator Humrurey. Oh, yes; we worked out those. 

Mr. Oyaas. Just to make it a little more clear, Mr. Foley, any man 
running a company-owned store, he always has a truck tire quota and 
a good sized truck tire quota, and he has to make that quota or else. 

Senator Humpnrey. That is his big item. 

Mr. Oyaas. Well, passenger tires are big, too. 

Mr. Fotry. Do you have a quota on accessories and appliances and 
truck tires ? 

Mr. Oyaas. Yes; you have a quota on everything. 

Mr. Fotry. Is there pressure put on you there, too? 

Mr. Oyaas. Not particularly; the pressure is on tires, on rubber. 
That is what they manufacture and that is what they want to sell. 

Mr. Fotry. Do you have any knowledge as to the number of Good- 
_ stores in the Twin Cities area operating either at a profit or loss? 

0 you have any knowledge one way or the other ? 

Mr. Oyaas. This one particular store I mentioned I know is operat- 
ing at a loss, and I believe there is one at St. Paul that has been there 
for many, many years, and with the exception of a couple of postwar 
years when you couldn’t help make money, that store has been a con- 
sistent money loser year after year—Mr. Smith’s chief competition 
over there in selling Goodyear tires. 

Mr. Fo.ry. Has the company ever attempted, to your knowledge, or 
from what you have heard, has the company ever attempted to sell 
that store? 
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Mr. Oyaas. No; I don’t believe they have. They have changed 
managers at least, I would say, a dozen times in the last 15 or 20 years, 

Mr. Fotry. What happens toa manager of a store ¢ 

Mr. Oyaas. Some of them went up the ladder, some promoted, even 
some of them that operate the place at a loss; some of them are dis- 
charged ; some of them, like myself, resigned. 

Mr. Forry. I believe that is all —just one question on your state- 
ment; let me see, I believe it is on page 3, the second full paragraph, 
the second last sentence, you make a st: atement there, “taking my lower 
buying price.” 

I am wondering if you meant taking my higher buying price into 
consideration. It is on page 3, the second full paragraph, the last 
sentence reading: 

“For me to hire a salesman, buy a fleet service truck at a cost of 
$4,300, and sell trucking,” et cetera.’® 

Mr. Oyaas. You are so right. 

Mr. Forey. Just to correct the record on that point. 

Mr. Oyaas. Higher buying price. 

Mr. Foury. I believe that is all. 

Senator Humpnurey. Thank you very much. We are very grateful 
to you. 

Mr. Oyaas. Thank you. 

Senator Humpurey. Mr. Peter Dumbauld, of Somerset, Pa. 

Weare very happy to have you with us, sir. 

Mr. Dumpavutp. Thank you. 


STATEMENT OF PETER DUMBAULD, DUMBAULD’S TIRE SERVICE, 
SOMERSET, PA. 


Senator Humpurey. Proceed, Mr. Dumbauld. We are very happy 
to have you before the committee. 

Mr. Dumpautp. My name is Peter Dumbauld, of Somerset, Pa. 
Prior to 1942 I was a schoolteacher, and following a medical dis- 
charge after World War II, opened my own tire business in 1945. 

Somerset has a population of 6,400 people and there are seven 
recappers along with many other tire outlets. My competitors are 
all nice people, but we would enjoy better business conditions except 
for conditions to be mentioned. 

I have 11 employees, which is not important in itself, but with 
dependents there are 36 people who look to me for their bread and 
butter. 

Geographically, Somerset is located in one direction of 37 miles 
from the Kelly- ‘Springfield tire plant and in another direction of 50 
miles from the McCreary Tire & Rubber Co. of Indiana, Pa. 

Near the plant, Kelly-Springfield owns and operates a company 
store in which they openly solicit, sell, and deliver to contractors, 
truckers, and ordinary users of tires at prices equal to or below our 
buying prices. They also offer recapping services to the same accounts. 
If this competition alone were eliminated either myself or my com- 
petitors could obtain a much larger volume and profit. 

Any ordinary trucker or most any tire consumer can today drive 
to the factory of McCreary Tire & Rubber Co, and have tires mounted 


4% Correction made, see footnote 14, p. 79. 
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on his equipment and all he needs is the money with no further 
questions asked. 

This company like many others prostitutes the sale of tires to 
State agencies. On a recent State bid with the Commonwealth of 
Pennsylvania the industry State price indicates $95.24 for a 10.00 
by 20, 12-ply rayon 100 level tire. I bid this price and if I had 
received the bid would have made a net profit of 7.5 percent. The 
McCreary Tire & Rubber Co. bid this directly and were awarded the 
bid at a price of $59.23. They received many other awards of sizes at 
the same discount from prevailing State prices while we receive 
nothing. 

It is my belief that legislation should be enacted to eliminate this 
unfair type of competition. 

Since I wrote that several weeks ago, or at least since I got to 
Washington I am a little bit ashamed of it. I have talked more about 
the local problems that I have here than what maybe a lot of people 
have, a lot. of these dealers. I have talked to a lot of them since I got 
to town on Monday, and I think there are several other things that 
are wrong with the tire business I would rather be quoted on than my 
statement. 

Senator Humpurey. You have done very well with your statement. 
Don’t be worried about quoting some local problems, that is really 
what this Congress needs. We have got all these big problems up 
here that we don’t know what to do with, and so we talk a lot about 
them, but I would like to know about these local problems, if you 
have any more. 

I want to ask you a question: Are you indicating there is a differen- 
tial in price here of $95.24 as compared to—which is the price that 
is ordinarily listed ? 

Mr. Dumpautp. That is right. That is prevailing State price list 
which is published by all rubber comp: nies. 

Senator Humpnrey. In other words, that is the price who would 
pay ¢ 

Mr. Dumpautp. The State; any Commonwealth or municipality 
anywhere through the country. 

Senator Humpnrey. And yet this tire company, this manufacturer 
sold these tires for $59.93 

Mr. Dumpavutp. They did. 

Senator Humrurey. How much can you buy this same tire for? 

Mr. Dumpavuip. My purché ise price would probably be around 
$95.24, with a kic :kback of 7.5 percent of the company upon receipt 
of invoice, along with the Federal excise tax exemption certificate. 
The State price “and your cost price are about the same. 

Senator Humrnrey. Good grief. 

Mr. Dumpautp. Now, I didn’t bring that award that the McCreary 
Tire & Rubber got, but all the other prices are about the same com- 
parison. 

I might say that the McCreary Tire & Rubber Co.’s prices are based 
upon the size of their bank account. I happen to know something 
about them, and the smaller their bank the cheaper the tires are going 
to get if they can dump them out on somebody. 

Senator Humrnrey. What do you mean, when they are having a 
little rough time selling ? 
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Mr. Dumpavtp. When their bank account is down and the prices 
of their tires go down and they want to raise some quick cash. 

Somebody ought to check into them sometime and ask them if they 
ever paid the RFC for the loan they made prior, back prior to World 
War II. It would be interesting to know. 

Senator Humpurey. We will look into it.’ 

Mr. Dumpau Lp. I think it should be looked into. 

Senator Humpurey. I imagine they either paid it or are paying 
interest on it, or they wouldn’t be having the company. 

Mr. Dumpavutp. You will find, I think, they changed their corporate 
company into a trust fund with two owners on a salary, and I don’t 
think they have paid on it for 2 years. But as I say, that is, if I had 
to do it over again, I would not have submitted this same statement. 

Senator Humpurey. What kind of testimony would you have 

iven ? 

, Mr. Dumpavutp. All right, as I say, geographically I am located u 
there in Pennsylvania, and we are the only county in the whole United 
States where both the Lincoln and the National Highway go through, 
and on top of that we have the Pennsylvania Turnpike coming down 
between, so the majority of my business is truck-tire business, on an 
emergency basis. We service over an area on all these roads of 400 
or 500 miles. 

Now, in the last few years, I have noticed a trend, I travel over the 
country a great deal, when many of these big trucking companies are 
buying their tires and are operating their own tire shops and recap- 
ping shops right in their docks throughout the country. 

I know of one big company in the Far West, from Senator Morse’s 
home State, that is doing that. I know that Roadway Express in 
Akron does it. Good old PIE in Oakland, Calif., is doing that, be- 
cause Mr. Hope and Mr. Crosby are pretty good stockholders in the 
outfit, and they are trying to save a nickel. 

There are a lot of them over the country doing the same thing. 
What they will do is go down in the celler and find a little tire man 
for $50 a week and say, “You are in the tire business,” and set up a 
dummy corporation, and he is in the tire business, and they buy their 
tires directly from the manufacturer at a greatly reduced cost. 

That is one thing that is wrong with the tire business, especially 
truck-tire business, over the country. 

Senator Humpurey. Are you saying that a large trucking company 
will set up a dummy corporation ? 

Mr. Dumsavuip. A dummy corporation. 

Senator Humpurey. To buy direct from the manufacturer? 

Mr. Dumsavutp. Yes. I could take you to trucking companies in 
Akron right in their own docks where they have their own recapping 
plants right in theirdocks. I have been to them. 

Senator Humpurer. When they have their own recapping plants, 
that could be declared as just a service unit to their own, as a repair 
to their trucks? 

Mr. Dumpavtp. It could be, but I think you will find a lot of times 
they have set up a little company called the tire company. I know 
of one, particularly, in Akron. 


% According to information received from the Small Business Administration, there 
were 3 loans made to the McCreary Tire & Rubber Co., between 1935 and 1938, all of 
which are currently paid in full. 
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Senator Humpnrey. And you are also testifying that it is at least, 
if not common practice, at least it is a known practice of setting up 
a dummy company, a dummy corporation for the purpose only of 
servicing the main item or the main occupation or the main service 
such as trucking ? 

Mr. Dumpavutp. I do, and if they don’t own it, why would they 
let a separate tire unit be right in their dock beside their tractors and 
trailers? They wouldn't let an independent man in there. 

Are there any other questions, Senator ? 

Senator Humpnrey. You believe that some legislation should be 
enacted to eliminate this unfair type of competition ? 

Mr. Dumpautp. I certainly do. Of course, I was talking then in 
my statement above about McCreary and Kelly-Springfield. 

Senator Humpurey. Yes. 

Mr. Dumpavuup. And that would include this. 

Senator Humpurey, Are you aware of the fact that the Robinson- 
Patman Act outlaws discriminatory pricing? 

Mr. DumpacLp. Yes, sir. 

Senator Humpnrey. That is subject to some interpretation as to 
what is meant by that, but my lawyer here can check me up on this. 

I believe it also outlaws kickbacks, doesn’t it, Mr. Foley ? 

Mr. Fouey. That is right. 

Senator Humrpnrey. I[ have often thought that a number of times a 
very vigorous enforcement, an enthusiastic enforcement of the Rob- 
inson-Patman Act rather than a foot-dragging, reluctant enforce- 
ment, would do a great deal to rectify some of these particular prob- 
lems, particularly if somebody occasionally gets caught. It would 
have a very salutary effect. 

Are you familiar with the Robinson-Patman Act, sir? 

Mr. DumpBautp. No, I am not, sir. 

Mr. Fotry. One of the problems, Senator, in this industry, is that 
when the rubber-tire company transfers a tire, delivers a tire to its 
company-owned store, there is not a sale involved, there is not a legal 
sale, and as a result they can allocate that, or accountingwise, set it up 
differently than they do with an independent, and still get around the 
Robinson-Patman Act. 

Mr. Dumpautp. May I comment on that point? I was going to 
come to that next. 

These company stores that send tires out—I mean these factories 
that send tires out to their company stores—have one advantage that 
an individual dealer doesn’t have, and I haven’t heard it mentioned 
here, 

Now, to go back a few years ago, we had a Federal highway program 
enacted, and about July 1, of 1955 and 1956, every tire dealer in here, 
and everybody else had to pay a floor tax at 5 percent per pound 
per tire on his stock, and 3 cents per pound on tread rubber. That was 
a handicap on a lot of people, but we have still been paying these in- 
creased prices ever since. 

Now, the tax on a 10.00 X 20, first level tire today, the Federal excise 
tax, is $8.45 5; at that time it was around $5-something, but when we 
dealers buy tires from a factory we h: ave got to lay this on the line. 

As of M onday morning I got one invoice which had over a thousand 
dollars excise tax alone on truck tires. 

42614—59—pt. 17 
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But when a factory channels these tires into a company store, they 
don’t pay that Federal tax on that tire until the store manager reports 
back that it has been sold, and then they make a report of it and they 
pay it. Now there a company store is operating on a lot less capital 
than an independent dealer. 

Senator Humpnrey. That is something that ought to be looked 
into, it seems to me. 

Mr. Dumpauxp. In other words, next month I will pay on this one 
invoice a thousand dollars on the line, the 10th of next month, but if 
a company store had gotten the same shipment, he would not pay that 
until the manager has reported those tires as being moved. 

Senator Humpurey. For all practical purposes, he is getting 
interest-free money. 

Mr. Dumpavtp. Right. 

Senator Humpnrey. He doesn’t even have to have the same amount 
of capital that the company store does. 

Mr. Dumpavutp. That is right. 

Senator Humpurey. Then it becomes a definition of defining dis- 
tribution outlet. 

Mr. DumpBauLp. Right. 

Senator Humpurey. Or distribution establishment. 

Mr. Dumpau.p. In all fairness, I asked about that today, and one 
man back here today in the organization, he understands that Firestone 
is paying that on the line, but he knew of no other company that was. 

Mr. Forry. By the way, Mr. Dumbauld, what tires do you sell? 

Mr. Dumprautp. Pennsylvania, and U.S. Royal. 

Mr. Fotry. Who makes the Pennsylvania tires? 

Mr. Dumpau.p. It is a product of the Mansfield Tire & Rubber Co. 
of Mansfield, Ohio. 

Senator Humpurey. Mr. Dumbauld, we thank you very much for 
your testimony. We could ask even more questions, but we have sev- 
eral witnesses today. 

Mr. Sxusirz. Senator Humphrey, could I ask a question ? 

Senator Humpnurey. Please do. 

Mr. Sxusrrz. I was interested in this bid proposition. I noticed 
that you said if you had received a bid you would have received a 
7.5-percent commission. 

Mr. DumpauLp. Yes. 

Mr. Sxusirtz. Is that just a practice that they use in that State with 
respect to bids on tires, or isn’t that the ordinary practice in all States! 

Mr. Dumpautp. All States. 

Mr. Sxusirz. Pencils, anything else? 

Mr. DumpBavuLp. Yes, whether it was a borough, State, or what. 
They submit to all of us dealers suggested State price lists, a regular 
State price list every time. Well, any time 

Mr. Sxuprrz. That doesn’t apply just to the tire business, that 
applies to the oflice supply business or anything else? 

Mr. Dumpautp. I wouldn’t know. But they tell us to bid these 
prices, and then upon the submitting of an invoice they give us a rebate 
of 714 percent. 

Mr. Sxusirz. The reason I mention that, Senator Humphrey, I was 
in the office supply business at one time, and we always got quoted 
prices from the chair company, from the desk company, and pencil 
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company; you bid this price and your commission will be so much, 
and I oo ‘wanted to point that point out. It seems to apply in all 
State bids, not just the tire business alone. 

Senator Humpurey. You would have been in a pretty rough time, 
though, if the oflice supply company who made those filing cases told 
you to bid those prices in at $44 a case and get your 7.5 percent of 
6 or 8 or 5 back. 

Mr. Sxupirz. If that was the only money you made, yes, but the 
State business was an entirely different business. 

Senator Humpnrey. I meant if that same company that made that 
same case decided to sell it for $24. 

Mr. Skxusirz. They never submitted a bid but submitted it through 
the dealers. 

Senator Humpnrey. That is good, legitimate practice, but I think 
what Mr. Dumbauld is bringing out here, and again may I say we 
are taking the testimony from the dealers’ point of view now, and the 
companies will get their opportunity to be heard, and will be heard 
with as much charity and as much of a spirit of understanding as 
attempted here today. But as I understand it, you run up against 
a situation where the suggested price or the listed price is riddled by 
an actual bid price from the c ompany itself. 

Mr. Dumpautp. That is correct. 

Senator Humpnurey. Thank you very much. 

Mr. J. J. Alexander, president of Alexander & Bowser, Inc., Kittan- 
ning, Pa. 

Mr. ALexAnper. Kittanning. ‘That is a Delaware Indian word. 

Senator Humrpnrey. Yes, sir. 

Mr. Alexander, you go right ahead and proceed with your statement 
or any other comment that you may have. 

Mr. ALExANpeR. Thank you, Senator. 


STATEMENT OF J. J. ALEXANDER, PRESIDENT OF ALEXANDER & 
BOWSER, INC., KITTANNING, PA. 


Mr. ALEXANDER. Alexander & Bowser, Inc., is a small corporation 
capitalized at $75,000, organized in 1951 under the direction of the 
B. F. Goodrich Tire Co. W e were to be their only distributors in 
Armstrong County, Pa. 

Our first year in business we did close to $200,000 retail and whole- 
sale, with prospects of doing better. However, ‘at that time our area 

was well represented by the other tire manufacturers such as a Fire- 
stone company-operated store, Goodyear company-operated store, 
General dealer, Montgomery Ward Co., Sears, Roebuc k Co., United 
States Rubber Co., Kelly-Springfield tire dealer, and we are only 21 
miles from Indiana, Pa., the home of the McC reary Tire ( ‘o. 

Soon after starting we learned that so-called prices, such as retail 
or wholesale, had no meaning whatever. Where it was possible even 
the B. F. Goodrich Co. were bidding against us, quoting prices below 
our purchasing yi we: I, person: lly, ‘protested to our district man- 
agement. of the Goodrich Co., then went to Akron where I met 
with executives of the company only to get a great deal of double 
talk with no change. Since then the situation has grown progressively 
worse. I’m sure you understand that to acquire invoices and other 
proof of such transactions is quite difficult. 
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Senator Humpnrey. I want to say, it would be very helpful, though, 
if anybody can supply this data. There is nothing better than some 
really good, tangible evidence. 

Mr. Avexanper. I have had customers that showed me invoic eS, 
and when I asked them for them, they are reluctant to part with them, 
I will come to a part in my statement and will explain that later. 

During the past 3 years there has been no stability of prices with 
any of the major companies. On the so-called national accounts 
where the company sells direct to the customer and we are requested 
to serve the account, we are allowed 7.5 percent commission, but not 
permitted to quote prices of any kind on the invoice. 

Might I point out that the gentleman from Baltimore," I believe, 
covered that very well. We are experiencing the same thing. We don’t 
quote a price; we just send the B, F. Goodrich Co. a blank that we have 
delivered this product or this amount of product to this person. The 
company credits our account with the price we last paid for such tire 
providing the last price was no higher than previous billing. 

We have seen actual invoices from the Firestone store and other tire 
dealers in our area where identical tires were sold for as much as 15 
percent below the minimum price quoted to us by the B. F. Goodrich 
Co. 

This situation has developed to the place where we refused to stock 
any large-size truck tires because we found we were losing money in 
our effort to do so. Now our suppliers request that we call them for 
quotations before we quote the customer. We have evidence that when 
we did this and gave them the name of our customer, they sent repre- 
sentatives to call on this account and quoted prices approximately 12 
percent below the prices quoted us. 

Senator Humpurey. That sure is a sneaky trick. [Laughter.] 

Mr. Atexanper. These practices not only apply to the large com- 
mercial user, but we have evidence of such action where the user had 
one truck and this is not confined to truckers only. Our telephone 
company, Kittanning Telephone Co., an independent concern with ap- 
proximately 25 vehicles, purchases tires for oa 10 percent below our 
cost. These practices are concealed from actual invoices through 
credits being issued at the end of the month. Our purchases are 
handled, many times, the same way. We are quoted prices below 
established prices, our invoices show the established price but at the 
end of the month we are issued a credit memo with an identification for 
the difference between the quoted price and the base price. When we 
inquired about this practice we were advised that this was done to 
confuse anyone from following the price through the procedure from 
the main office. 

It is our opinion, after several years of dealing, that the smaller 
manufacturers work with a much more stable policy than the majors. 

We have found it extremely difficult to remain in business. Our 
sales have gone from $200,000 in 1952 to less than $100,000 in 1958. 

Senator Humpurey. I was just inquiring of counsel here with ref- 
erence to the ¢ app lication of the Robinson-Patman Act again on price 
discrimination, but as he indicated to me, the examples that you are 
calling to our attention are not examples of the manufacturer selling 
to a dealer—let’s put it this way, manufacturer selling to dealer “A” at 


17 See statement of Chas. R. Kimmel, p. 69. 
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one price, and that the same manufacturer selling to dealer “B” at an- 
other price. That is not what you are talking about. 

Mr. ALExanveR. Well, in some instances it has been, yes. It had to 
be. Again this thing ge ts to the place where it is extremely difficult to 
run it ‘down. You will find yourself out there in the perimeter of a 
great circle just chasing your tail when you try to find out what has 
happened here. 

For example, I had the representative of the Goodrich Co., the sales 
representative, sitting in my office when I got a phone call from a cus- 
tomer asking me to sharpen my pencil and come in to see him on a 
Saturday morning. This was on a Wednesday, and he wanted to buy 
a hundred 10.20 “truck tires. W ell, I discussed it with their sales 
representative. He helped me work up a price, and we decided to 
work on our 2 percent cash discount. Now, that meant that I was 
going to make a profit—delivering those tires for around roughly 
$13,000 worth of tires—I was going to make $320, roughly. But he felt 
that was a good day’s wages, and it looked like a good day’s wages, and 
I knew that no one would buy that many tires “without cert: Linky in- 
quiring at other places, too, and I wanted it for volume sake. So I 
quoted it; went down to the man on Saturd: ay morning and showed him 
my price, and he laughed at me and said, “Why, you are way out of 
line.” And I said, “It is impossible, I can’t be that far out of line. I 
may be off a buck or two here, but not enough to indicate your action.’ 

He reaches i in his drawer and pulls out a calling card of the salesman 
who sat in my office, attached to a price of $10.45 a tire below what I 
quoted him. 

Senator Humpnrey. That isa representative of the factory ? 

Mr. Atexanper. That is right. I asked the gentleman to use his 
telephone to call the district manager from his office. He let me do it. 
I called, it was a Saturday. I knew the district office wouldn’t be 
opened, and I called the man at his home. I told him what it was 
and what had happened. He said, “I don’t know anything about it, 
but I will let you know Monday morning.” 

He called me Monds ly morning and he said, “I have checked with 
Akron on that, and we are not going to deliver those tires.” 

I haven’t sold that siete a dollar’s worth since, because he said, 
“You did me out of a thousand dollars by protesting to the district 
over it.” 

Senator Humrnrey. So in this instance the company did not sell 
the tires because of your protest ? 

Mr. ALexanper. That is what they told me; I don’t know. 

Senator Humpnrey. But you haven’t done any more business with 
that customer ? 

Mr. Atexanper. No, sir, never sold the man a nickel’s worth after 
that. 

Senator Humpurry. What do you think is the remedy for this 
situation, Mr. Alexander? 

Mr. Avexanper. I think it is simple. All the rubber companies 
need to do is do what they say they are going to do when they put 
you in business. When they put me in business or got me started, that 
was a lovely picture. I felt that I was going to make a good living, 
and probably spend my winters in Florida. [ Laughter. 


Mr. Atexanper. And I have tried to live on $100 a week since that. 
It is real rough. 
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Senator Humpnurey. You can spend your summers in Minnesota. 
[ Laughter. ] 

It is very nice there. 

You are saying, in other words, that the rubber companies when 
you enter into an arrangement with them for the purchase of their 
goods, for handling their brand-name items, and that is really what 
this is about, we are talking about brand-name goods mostly, aren’t 
we? 

Mr. ALExAnper. That is right. 

Senator Humpurey. Nationally advertised brand-name goods 

Mr. Atexanpber. That is right. 

Senator Humpurey. We have customer impact, I mean people 
know about Goodyear, Kelly-Springfield: they know about Firestone, 
and U.S. Royal. They know all these different name brands, and it 
is in these areas—it is in these tires that you sense the most difficult 
type of competition, is that right ? 

Mr. Avexanper. That is right. 

Senator Humpnrey. You are not particularly concerned, are you, 
about an off-brand, I mean, type of thing ? 





Mr. Avexanper. No, sir. In fact, I have gotten a little more help. 


from Kelly-Springfield. It was their management—I might say to 
you, Senator, I was not a tire man. I didn’t grow up, like some of 
these fellows did, in this business. I was a mining engineer, and got 
into eye trouble in my late forties, and the doctor told me I wasn’t 
going to see very long, and I thought I ought to go into a business 
where I could use my brain and head to guide things a little bit and 
maybe still be able to support my family. 

That is the part that induced me to do what I did, and I went, or 
they came to me, rather, the Goodrich people, and while I knew 
nothing about it, they showed me my buying prices and said, “This is 
what you will pay for a tire, and this is what you sell it for,” and 
they were pointing to list prices. That was in 1951 and, Senator, 
I have never sold a tire at list price in my life [ Laughter. | 

Not even a passenger tire, let alone a truck tire. 

Now, it was a pretty picture to me, not knowing any more about 
it than I did. Sure, you shouldn’t go into something without knowing. 

Mr. Bowser, who is part of the Alexander & Bowser, was a retread 
man. He worked in a retread shop all his life. I felt that he should 
know the angles of this business that I couldn’t learn, in that he would 
know how to retread tires and know how to run the equipment. He 
didn’t have any money. I financed his share of it, gave him a present 
of $12,000. But this picture didn’t turn out the way I liked it to, 
and incidentally, a year or so ago I reached the place where I wanted 
to get out, and I made my ideas known to the Goodrich Co., and 
they came in and said, “We will buy you out. We don’t want to 
lose this market here. We will buy your place.” 

I said, “Fine. Here are my books; here is what the place is worth. 
You just give me my money out of this and you can have it.” 

“Oh, no, we can’t do that.” They offered me 15 percent of what 
Thad in it. Why, that is an insult, even toa dumb man. [Laughter.] 

Senator Humpurey. I hope you told them. 

Mr. Avexanper. I did. 

Senator Humpnrey. I just wanted to make sure. [Laughter. ] 
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Is your problem in company stores? 

Mr. ALExANpeER. Yes, sir. Firestone is the only company store we 
have to contend with, and they are rough. They have had six man- 
agers in 6 years. I have talked to some of the managers because I 

yitied them, and they came to me looking for a job. And first, I 
didn’t believe that the fellows were qualified to manage a store. 
I don’t know why Firestone would put them in there. I had com- 
etitive relations with them. I have seen some of them in action, 
and it is just beyond the wildest imagination that they will go out and 
do things. 

I recall one particular incident where we were both trying to sell 
a farmer a set of tires for his tractor, and I was pretty determined. 
I wanted the man as a customer, and I quoted him very low, and we 
had to pump the solution out of his tractor and service it, and what- 
have-you, and I felt we were going to work for nothing, but I was 
willing to do that to keep that c “ustomer on my side. 

The Firestone man was w aiting, and I s: aid, “You go over and talk 
to him. He might beat my price, and after all, you are a working 
man, you have got to buy where you can get the most for your money.’ 

He came back and he said, “The man says he. will give me two for 
the price of one, and he will put them on for me.” And I said, “Don’t 
let him get away. You take those tires, because we can’t do it. We 
couldn’t begin to do it.” 

Well, that same fellow came to me and wanted a job about 3 months 
later. [ Laughter. ] 

I reminded him of his salesmanship at that farm. I didn’t believe 
I wanted to hire him. He would just break us a lot faster than we 
could ourselves. 

Senator Humpurey. He would accelerate it. 

All right, sir. 

Mr. Forry. I would just like to ask a question. 

Mr. Alexander, do you know of any situations in which a dummy 
corporation is set up by a trucking concern, or something similar, to 
buy tires? 

Mr. Atexanper. No, sir, I don’t know of any, and I will say to 
you, sir, that if that trucking company is on the same buying price 
Tam, and he has to do the same things I must do to get his produe ts 
and retread his tires, I have no quarrel with him. I should be as 
good as he is. I can’t find fault with a trucking company that wants 
tocap their own tires. 

Mr. Fotry. Do you know of any situation in which a trucking con- 
cern, or something similar to that, will resell tires that it gets from 
a suppli ier ? 

Mr. Atrxanper. Only what I have heard. I have heard of it; 
Ihave never actually seen it. 

Mr. Fotry. Where is that? 

Mr. Atexanper. You are talking about a manufacturer, now? 

Mr. Fotry. I am talking about a local trucking concern, or for that 
matter a national trucking concern, that may buy | tires in lar ge volume 
from a supplier, and then resell a portion of them to a smaller con- 
sumer. 

Mr. Atexanpver. Oh, yes, I know where that goes on all the time, 
and I couldn’t say I hated the guy for it. 
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Mr. Fotrey. Let me ask you this: Do you know if that trucking 
concern buys at a lower price than you can ? 

Mr. ALEXANDER. Oh, yes. 

Mr. Forry. There, Senator, you would have a violation of the 
Robinson-Patman Act, if a trucking concern uses part of the tires and 
then resells, and that type of situation should be investigated. 

Mr. ALEXANDER. Sir, we have a trucking company, I am only told 
by the —— 

Mr. Forry. Let me just ask you this, Mr. Alexander. I would 
just caution you, since there may be a legal violation involved, that 
perhaps what you know about this should be given ina confidential 
manner. 

Senator, what do you think? 

Mr. Avexanper. I have to repeat what I was told, I don’t have 
any 

Senator Humpurey. Let’s hear what you were told, and this is 
hearsay, now. 

Mr. ALEXANDER. Yes. 

Senator Humpurey. And hearsay is mighty poor evidence, I want 
you to know, but if you have some information that you ¢ an docu- 
ment, you will be doing your cause a great service, because I am 
convinced that unless you independent “dealers get, real sharp and 
play for keeps, they are going to play you right out of the ball park. 

Mr. ALexanpeR. I agree with you. 

Senator Humpnrey. You might as well learn that now. 

Mr. Arexanver. I learned that 5 years ago. 

Senator Humeurey. All right, good, you are way ahead of me. 

Mr. Avexanper. Why, the Breman Trucking Co.—I will name 
names here—we have had Breman, they have a trucking concern, 
and they are freight haulers. They lease trucks. They will hire a 
truck you own, for example, and will pull their trailer around over 
the country and haul freight for them. You own your own truck, but 
you are pulling their trailer. 

They buy their tires from McCreary Rubber Co. in Indiana. The 
drivers and owners of those trucks have told me they buy their tires 
from Mr. Breman, who in turn buys them from McCreary, and then he 
finances it, you see. You don’t have enough money to buy a truck 
tire, but you are hauling for him, so he says to you, “I will give you 
four truck tires and I will t: ake $50 off your pay every time I pay you, 
and you will get pay for them.” 

I said to him, “What do you pay for them,” and they have said it 
varies anywhere from $104 to $124 a tire. I certainly know Mr. 
Breman is not paying that much for a McCreary tire. 

Mr. Fotry. If Mr. Breman is buying, Senator, at prices unrelated 
to the economies of transportation or of quantity or something of that 
nature, there is a definite reason to believe a violation of the Robinson- 
Patman Act may exist. 

Any situation like that that you know 











Mr. Atexanper. I am only repeating what the owners of the trucks 
have told me when we have solicited them for business. 
Mr. Forry. How many tires a year would you estimate Breman 


would buy ? 
Mr. Atexanper. He is a big user. I would guess he is near a mil- 
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Mr. Fotry. But would he buy as many tires in a year as you? 

Mr. Atexanper. His volume sales wouldn’t be that big, I imagine, 
in dollars. 

Mr. lorry. And you think he is buying less? 

Mr. Auexanper. Yes, 

Mr. Foury. Even so, his sales are fewer ? 

Mr. ALeExanper. Yes. 

Mr. Foiry. Yes. 

Mr. ALvexanper. That doesn’t mean anything. 

Mr. Fotry. Where is Breman Trucking Co. ? 

Mr. Auexanper. In Apollo or Vandergrift; I guess it is Vander- 
grift is their address. ‘They have yards in two places. 

Mr. otry. That isall. I may see you later. 

Mr. Atexanper. Thank you. 

Senator Humpnrery. Thank you very, very much. 

I want to say to the witnesses, all of you, that the attorney has just 

cautioned you in reference to allegations of violations of Robinson- 
Patman. If you know of any such violations within your understand- 
ing of the law, it is good to weigh it very carefully, and it might be 
well to submit to the committee a letter, so that we can supply the 
Federal Trade Commission and the Department of Justice with in- 
formation that might be helpful. 

I also caution you that allegations should be thought out very care- 
fully. I mean, one doesn’t want to make allegations on just flimsy, 
less-than-adequate evidence. 

Finally, I want to say to you that unless the members of the in- 
dustry are willing to do these things, you know, these hearings just be- 
come another couple of days of where everybody gets up and tells their 
troubles, sort of an economic confessional. It has some therapeutic 
value, but not much economic value. But if you follow it up by con- 
crete evidence, it will do some good; it will really do some good. I 
think you know that. 

I said this before one time when we had hearings in reference to 
another industry, and it did do some good. 

The next witness is Mr. Hollingsead, General Tire Sales, Inc., of 


Columbus, Ohio. 


STATEMENT OF C. B. HOLLINGSEAD, GENERAL TIRE SALES, INC., 
COLUMBUS, OHIO 


Mr. Hortirnesrap. Thank you, Mr. Chairman. I think you have 
copies of my statement. 

I guess Iam anoldtimer. I have been in the tire business since 1920; 
that is a long time. I worked for a dealer for 3 years, and I worked 
for the Goodrich Company for 22 years. I was store manager in 
Newark, Ohio, in Columbus, and in Cincinnati. Back in those early 
days Goodrich owned very few stores. In fact, I don’t think they 
admitted owning any. 

The first job I had was manager of the Simpson Tire Co. in Newark. 
I was president of the company, as I recall, although I signed a 
resignation paper at the same time I signed on as president. 

A few years later, I heard Mr. Newman 

Senator Humpurey. Did you do that voluntarily or was this by 
request ? 
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Mr. Hourincseap. Well, I would say it was voluntary or by request. 
It was a separate corporation, Senator Humphrey, at that time. I 
don’t think they wanted to have a president of the company that they 
weren’t sure was going to make good. SoI was elected president. 

Senator Humenrey. What I am getting at is, you were the presi- 
dent of a company that was a company-owned store? 

Mr. Houirneseap. A subsidiary-owned store, but it was owned by 
the B. F. Goodrich Co. 

Senator Humenrey. All right. At the time that you became presi- 
dent, that was by appointment of the B. F. Goodrich Co., is that 
correct ? 

Mr. Hoturneseap. That is correct. And I also signed an undated 
resignation, which was all right. 

Senator Humenrey. And the suggestion for the undated resigna- 
tion came from where ? 

Mr. Howuurneseap. From Mr. McGinley, credit manager of the 
Goodrich Co. 

Senator Humrnrey. I just wondered whether it came from your 
family or your friend. 

Mr. Hotirneseap. No, it came from the company. 

Senator Humpnrey. It came from the company ? 

Mr. Hortrneseap. That is right. In fact, I had no intention of 
resigning right soon. In fact, I didn’t. 

Back in the early days, I once heard J. J. Newman, then vice presi- 
dent and sales manager of B. F. Goodrich, say that if a choice of 
dealer- or company-owned stores became mandatory, they’d go 100 per- 
cent company stores. I think at that time, or since that time, Good- 
rich, Goodyear, Firestone, particularly, have opened—I guess I have 
heard today about 2,000 stores or better. 

At the present time Firestone has three stores in Columbus; Good- 
rich has two, Goodyear has one, and I am told that Goodyear has 
already opened, or is in process of opening another. That is what 
IT am told. I know they were looking for a location, and I was told 
that Firestone was looking for another location. 

I would like to say a word about the advantages of a company store. 
In fact, there are a lot of advantages. 

In the first place, the company store doesn’t have to get any money 
there. The money is furnished by the corporation. In many cases, 
I don’t think they even intend to or expect to get interest on the 
money. At the time I was with the Goodrich Co. the inventory was 
consigned. I am not sure whether it is still consigned or not. 

There is another advantage. For instance, we were talking about 
this Federal tax on tires. I think on a 10.20 it is $8.44. I have got 
about $12,000 or $14,000 of Federal taxes in stock on which I have to 
carry insurance, if I want to collect if I have a fire, which is quite an 
expense. 

Another advantage, if a stock is consigned and is considered part 
of the factory stock, you are not paying any personal property taxes. 
I know different States vary, but in Ohio I pay about $2,500 a year 
personal property taxes, and that is a couple of hundred bucks a 
month 





Senator Humpurey. Yes, sir. 
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Mr. Hotirnesrap. I could take one of those trips to Minnesota with 
that money. 

Senator Humpnrey. We would like to have you come. 

Mr. Horniasrap. I have been up there, Senator. [Laughter.] 

Senator Humpnrey. So you h: ave two ec onomic disadvantages right 
here, one on the personal property tax, and one on the Federal excise 
tax 

Mr. Hotirneseap. That is right. 

I believe the policy still exists, and I am saying it did then; I don’t 
know if it does now or not—your smaller stores in the smaller areas 
get about the same price as a major store in a nie market. A 
smaller store manager enjoys the same buying price as far as his com- 
pany is concerned as a dealer would if he earned that buying price 
on, say, a half million dollar purchase volume. Different companies 
have a little different requirement on that, in any particular case. 

I happen to be a General dist tributor, and I have to buy a half 
million dollars in order to get a max ** price. It can make a difference 
of quite a few percentages in buying price between an independent, 
and a company-oper: ated store, partic cul: rly if the store is not buying 
the volume that is required to get the max ae. 

A few other things the company stores get along pretty well with, 
at least I did when I was manager in Cincinnati, we used to get quite 
a bit of help from the factory. I mean by that we had trainees, 
people on our payroll, and they were not actually on our payroll, 
they were on the factory payroll, but they were there and they were 
under my direction, and they did work for us. 

I do not say there is anything wrong with that, because these com- 
panies have to hire young men ‘and have to train them, but it is quite 
an advantage that an independent does not come into. In other 
words, if I want to train a man, I have got to hire him and train him; 
that is all. 

If I want to start a branch store or something, I have got to hire 
an architect or a designer or a layout man or somebody, and I have 
to go to work and do it rand do it by myself. 

If a company operation wants to do that, usually it is the policy, 
or it was, and I will say it still is, I think it is, that they send a factory 
representative in to do that work, and that relieves the local manage- 
ment pretty much of the responsibility, plus the expense. 

There are some other advantages. For. instance, centralized book- 
keeping and centralized retreading plants. Somebody was talking 
about leasing tires on mileage. These bus comps inies operate—Grey- 
hound, for instance; in Columbus, the City Transit Line—operates 
on a mileage basis. ‘They pay somuch a mile. 

This is an advantage for the bus company. They do not have to 
have any inventory, and they have no investment in the tires, The 
rubber company actually has the investment in them. 

But the retreading on those tires goes to the company retread plant. 
That gives that retread plant a background of work all the time. 

In other words, they can hire so many men and almost be assured 
that they are going to be able to run day and night because they will 
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have enough local—in fact, in some cases they will ship merchandise 
in from other cities to that plant. 

We have run into quite a bit of competition—I guess everybody is 
naming names today, and I might as well, too—from Goodyear and 
F irestone, particularly on adjustments. 

If they cannot outsell us, they outadjust us. That is their second 
wedge. 

Mr. Forery. Could you explain that, please, Mr. Hollingsead ? 

Mr. Hottaineseap. Yes, I can; it is very simple. 

They just pick up somewhere and make some adjustments and keep 
making them and keep making them. If they have product trouble, 
they just keep making x adjustments from year to year and for year 
after year, and I know in some cases where it has run 4 or 5 years. 

I had one the other day th: it I was told—and this is only hearsay— 
we saw the tires in the man’s garage, ten 10.00 X20’s that were ad- 
justed from 1945. 

So I think that is pong back quite a ways. That is the year I 
started in business. I did not know they were , having trouble then. 

Mr. Forry. You mean an adjustment comes up when there is trouble 
with the tires? 

Mr. Hoxtrneseap. That is right. Well, this account got sore at 
them at that time and he said, “I am not buying any more from 
them,” and he has not. 

Mr. Forry, If there is a defect in the material, the company will 

make good on them; is that it ? 

Mr. Hotrrneseap. I think they will; most of them do. General 
treats me very fair in that respect 

Mr. Fotry. What you are referring to in these adjustments is that 
irrespective of the warranty on the tire, the company store is con- 
tinuing to replace the tire? 

Mr. Hotiineseap. This was a company store, and there was no 
justification whatever for them to make any adjustment at all. 

Mr. Fotry. But they make them anyhow ? 

Mr. Horrrneseap. They made it at a very absurd figure, a very, very 
low figure, so I was told. 

I would like to see their owners conduct their stores from that kind 
of profit ; that is what I would like to see. 

I do not like to give price examples, because they vary from month 
to month, from year to year. This is a competitive business and, it 
has been testified. You have young fellows running stores at times 
that maybe do things that they afterwards felt were w rong. I would 
be glad to give one or two examples of where maybe we were doing 
business with an account and the company sent a new representative 
in. This fellow is young and he is ambitious, and he goes all over 
town and cuts everybody’s price on truck tires, especially, anywhere 
from 10 to 15 percent; and that has happened in our market several 
times. That is a bad situation. 

You may say, “Well, it is on the local level.” 

I do not believe that. I think that is absolutely false. I think the 
factories control the price right at the top, right at the top. They 
haveto. They control it on other products: they control their buying 
they control their selling, and they control everything. There is just 
no question about it. 
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Sure, they may not control each individual deal, but they can say 
to that store manager, “Brother, you don’t go below so and so, and 
you will be fired if you do.” That is what they used to tell me. 

Another thing that used to be quite a sore spot with me when I went 
into business, I had to buy my equipment at the list price. In prior 
years rubber companies were buying from two or three suppliers—I 
am talking about retreading equipment—at a discount of 30 percent. 

I do not know why equipment companies should sell a rubber com- 
pany at 30 percent discount, and then want to sell me at list price. 
ao not just see why that is necessary. 

I do not think that discount is 30 percent now, in all fairness. I 
think it is about 15 percent, but it exists, and I still think it exists. 

But on a retread plant, we have one retread plant in our market that 
I know the gentleman has maybe $125,000 invested in it, and it may be 
more than that, it may be $150,000. Well, 30 percent or even 15 per- 
cent—I can still take another vacation in Minnesota or Florida or 
somewhere. 

Senator Humpnrey. You can go both places on that. 

Mr. Hotiinesrap. Make the circle. 


Mr. Fotry. Mr. Hollingsead, would you read into the record the 





: example at the bottom of page 2 and the top of page 3? 
Senator Hlumpnrey. We will include your whole statement in the 
| record, along with your interpolation of it. 
| Go right ahead. 
| Mr. Hortineseap. You were talking about these prices being set by 
the factories, and so on. 
b | This spring I talked to a straw manager who had quoted some very 


fantastic prices, and I think they were lug tires, selling at $100 apiece, 
and he was selling them at $75. 


0 Some of vour tire dealers know that is a pretty low deal. I cannot 
buy a tire like that for much less than $95 to $100. 

This store manager told me he had no control over it, that was the 

factory price, and that was the deal, so he sold them for $75. I mean, 

| he did not make any pretense of trying to get any more or less. That 


d was the deal, and they wanted to move a hundred tires, so they moved 
them. At least they claimed that they did. 

h Now, independents i in the last few years are coming into another 

it situation competitively, where your major, particularly your Big Four, 

2S and even my own supplier, has been guilty, of going out to road con- 

id tractors, trucking companies, other types of contractors, wherever 

ig there is volume business, and they take this business on a direct basis. 


ve A lot of times they will consign these stocks. For instance, a road 


er contractor will have two or three jobs going. They will go in and put 
2 in a consigned stock on each one of these jobs, and leave it there for 
‘a 


his use, and they will bill him in some cases even at a lower price than 
I could buy at. 


They will consign that stock without any interest charge, in a good 
he many cases. 

ey In the original deal they even furnished the truck and a ae to 
£3 service the account. In fact, they would furnish the truck and a man 
ist for each job in the operation. Maybe in some cases two or three and 
four and five trucks for each operation, at no charge. 
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The program now is they charge $500 a month. I would like to 
get one of those $12,000 trucks and a man; I will take about four of 
them right now, for $500 a month apiece, and I can use them very well. 

If an independent wants to have a consigned stock, and there are 
a lot of consigned stocks in existence, he pays a half percent a month 
interest on the value of the inventory. 

Iam fortunate. I do not have a consigned stock. I do not intend 
to, and I do not pay any interest. But I know independent dealers 
with other companies and some who are with General, and they do 
pay a half percent a month. 

National accounts have been talked about. I think a very good ex- 
ample is the young gentleman here who mentioned the United States 
Rubber Co. deal. They have identically the same deal in Columbus. 
I am not the U.S. dealer, but I was told by Bob Thornton that he has 
exactly the same deal in Columbus. He delivers and takes the delivery 
commission. 

Here is what you are going to get into, what you are coming into 
now, gentlemen. You have got the Big Four, particularly, who are 
going out and taking contrac ctor business, taking other business, and 
then you are forcing the smaller companies like Cooper and Seiberling 
and General, if I may include them, to do the same thing, because 
they are being shut out more and more. They cannot exist if they do 
not go out and take this business somewhere. 

In other words, when the company comes in with stores all over 
town, like was mentioned in Los Angeles this morning, how in the 
world can an independent go into a market like that? He is stopped. 
He cannot go in. 

So a smaller company, like Cooper or Seiberling or some of the 
others—I am just mentioning those names—are beginning to get into 
a position where they cannot distribute either, so I do not know 
where it is going to wind up. 

One of the company managers, sales managers, told me just recently 
that they practically had no possibility of stopping the thing at all; 
that they were in the middle of the stream and going downstream, 
and they were following the leaders, and that was just about the 
only thing they could do; and, primarily, that practical Govern- 
ment action would be the only thing that would stop the direct sell- 
ing, and the direct dealing, and I think—I do not know how it can go 
otherwise. That is my personal opinion. 

You are getting a situation where new men are not coming into 
the business. As this gentleman testified, ahead of me, it was not 
what he thought it was when he got in. 

I cannot compl ain. I have made money in my business, and my 
business was very good. I am very pleased with it. I have two 
stores in Columbus and I do about a million and a quarter volume, 
and I make a handsome profit on it, and I am pleased and humble 
and proud of it. 

But I will say this: That any of these company stores, if they 

want to go out, and they can, they can cut your throat any time they 

want, iust like that, and you cannot stop them. 

I believe that is about all I have to say, Senator Humphrey. 

Senator Humpurey. Thank you. 

Mr. Hotirneseap. Unless you have some questions. 
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Senator Humpnurey. Yes, I will have in just a minute. 

(Discussion off the record. ) 

Senator Humpnurey. Mr. Foley, would you like to ask a question on 
the record now ? 

Mr. Fotry. Mr. Hollingsead, you have been in the tire business for 
almost 40 years, 39 years / 

Mr. HoLtincseab. Thirty eight, to be exact ; too long. 

Mr. Fotry. And for a good part of that time you were apparently 
associated with the company as store manager; is that correct? 

Mr. Hoxtreseap. Well, from 1929 to 1945 I was manager in 
Newark, Columbus, and Cincinnati with Goodrich Co. 

Mr. Fotry. Could you describe briefly once again—I know we have 
had evidence on this from other witnesses, but they concerned other 
companies and yours has been primarily with Goodrich Co.—could 
you describe your experience ? 

Mr. Hoxturneseap. That is right. 

Mr. Forry. If you would outline just briefly the basic financial ar- 
rangement by which a company store is operated in the Goodrich 
line- 

Mr. Hoturnesrap. Well, there is no financial arrangement except 
that bills are paid by the factory and the merchandise comes from the 
factory, and you carry a local bank account. 

You make your deposits, and I am talking about as of the time I 
left the company. We carried a local bank account, but your payroll 
checks, your merchandise and all, comes through the factory. 

Now, there is naturally an accounting for that. I mean, you have 
the P&L statement which, in fact 

Mr. Fotry. Let me just ask you this, without bothering you too 
much. You heard Mr. Oyaas* from Minneapolis testify about how 
Goodyear stores are operated. 

Mr. Houurnecseap. That is right. 

Mr. Fotry. Are the Goodrich stores operated similarly ? 

Mr. Hotirneseap. I would say so, yes. 

Mr. Foiry. Are there any different es, so far as you can tell ? 

Mr. Howiineseap. It is really part of the major corporation, Mr. 
Foley. Now, years ago some of these companies that were oper ated 
under different names, were separate corporations. But I think in the 
Goodrich Co.’s situation, they were all combined into the parent com- 
pany many, many years ago, ‘and so there is no connection; there is no 
relationship to where the money comes from. If that store runs in the 
red, that does not mean anything. The money comes out of the com- 
pany treasury. 

Mr. Fotry. Did you ever hear of a company store that might have 
operated in the red 20 years or so? 

Mr. Hoxirnesrap. I know one they claim has operated in the red 20 
years out of 22. 

Mr. Forry. Is it still operating ? 

Mr. Houurneseap. I think it is. It is owned by Firestone, and they 
are making a lot of money. 

Mr. Fotry. Would you care to give—— 

Mr. Hoxurnesrap. This is what I have been told, that the store in 
Evansville, Ind., has only shown a profit two years out of 22. 
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Mr. Fotrry. I believe that is all. 

Mr. Hoxtiineseap. I believe a good many company stores do make 

a profit. 

When I went to Newark, Ohio, that store was substantially in the 
red. When I left it was making money. 

When I went to Columbus, Ohio, that store was substantially in the 
red, I think $23,000. At the time I took charge in June or July or 
August, it was in the red in the amount of $23,000; when I left it 3 
years, or less than 3 years, it was in the black. 

When I went to Cincinnati, that store was some $20,000 in the red. 
When [I left it was in the black. Now, I believe in making money. 

Senator Humpnurey. That is a good habit. 

Mr. Hoturneseap. So I just figured if I could do it for them, I 
could do it for myself, and I am not ashamed of the results. 

But [ can say that a good many of those stores do not make a profit; 
at least that was my association with other managers in thove days. 

Now, I think the bigger companies have improved their position 
profitwise, perhaps. 

Mr. Fotry. Do you know of any of these company stores for sale? 

Mr. Hotxrneserap. I tried to buy a company store, in fact I even 
mentioned it to Goodrich. I resigned in good standing. They have 
testified that their stores are for sale, but none was offered to me. 

I contacted the Goodyear—— 

Mr. Foury. Despite the fact of your outstanding record that you 
made in the Goodrich store, you still could not buy a store from them? 

Mr. Hotirneseav. No. I didn’t get down on my knees and beg them 
because I felt I had a better deal c oming anyhow. 

Mr. Fotry. I want to point out, Senator 

Mr. Hoxnureseav. Mr. Foley, I still was not offered—I told the di- 
vision manager and several of the men that I was interested in going 
in business, and nothing was offered. 

I actually contacted “Goodyear i in an effort to buy a store and was 
turned down, and Mr. Stroud, the gentleman who turned me down— 
and I think there are some men here from Akron, and they know Corey 
Stroud, who was manager at Cincinnati, later in Columbus and now, 
I believe, in Akron as an assistant sales manager or something or 
other, I saw in the Tire Review; I am not just sure what his job 
was. He was later in Charlotte as a divisional manager, I think, 
Charlotte, N.C. 

Mr. Fotry. That is all. 

Mr. Howturneseap. There are statements made about selling these 
stores, but I do not believe many of the company—actually I believe 
the feeling among the Big Four is they want to get control from the 
top on down, right to the consumer. 

Mr. Fotry. I would just say this, Senator, that it is kind of a pass- 
word in the industry that every company store is for sale. We are 
trying to find somebody who has been offered such a store. 

‘Mr. Hotxirneseap. Well, I was not offered any. I do not know; I 
had a little money at the time. I did not have a fortune, but I could 
pretty wel] have handled one at that time, I think. 

Senator Humpnurey. Mr. Hollingsead, we thank you very much for 
your statement. 
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Your full statement, as you presented it to the committee, will also 
be included in the record, because you made some very fine interpola- 
tion of that statement. 

Mr. Hotuincsrap. That is all right. I thank you, Senator Hum- 
phrey and Mr. Foley, for the opportunity to testify before you. 

(The prepared statement of Mr. Hollingsead follows:) 


PREPARED STATEMENT OF C. B. HOLLINGSEAD, GENERAL TIRE SaLes, INC., 
COLUMBUS, OHIO 


I entered the tire business in 1920 working for a dealer 3 years—then for 
the B. F. Goodrich Co. for 22 years. From 1929 to 1945, as store manager at 
Newark, Columbus, and Cincinnati, Ohio. 

In the early days, Goodrich owned few stores and admitted owning none. 
My first management job in 1929 was as president and manager of the Simpson 
Tire Co., Newark, Ohio. Most people thought I owned the place—but when I 
signed papers as president, I also signed an undated resignation paper. 

I ome heard J. J. Newman, then vice president and sales manager of B. F. 
Goodrich, state that if choice of dealers or company-owned stores became man- 
datory, they’d go 100 percent company stores. 

Since these early days, Goodrich, Goodyear, and Firestone have opened hun- 
dreds of stores taking over practically all worthwhile markets. 

Firestone has three stores in Columbus; Goodrich, two; Goodyear, one, and 
I am told that Firestone and Goodyear are seeking two additional locations now. 

There are many advantages which a company store enjoys. 

They pay no interest on invested money. When I resigned from Goodrich, 
their inventory was consigned. On this basis, they paid little personal property 
tax. I am presently paying approximately $2,500 per year, over $200 per month, 
on inventory. 

They always receive maximum discounts, regardless of purchase volume or 
size of market. Independents must qualify. This often makes a difference of 
several percentages in buying price. 

When I was manager for Goodrich, we received credit supervision, account 
collection help, and much sales help, all at factory expense. It wasn’t uncom- 
mon for the Cincinnati store to have two to four men in training or otherwise 
working. 

Company stores have advantages through centralized bookkeeping and cen- 
tralized retreading plants. A local manager told me his only store profit that 
year was his kickback from the retread plant. Reciprocity accounts are always 
handled through a company store. Seconds, changeovers, or special price mer- 
chandise is offered to stores first. 

Retreading from bus and street railway mileage accounts is always handled 
through company stores. This gives the company store retread plant a steady 
backlog of retreading for day and night operation. All without solicitation or 
sales cost. 

Another company policy seems to be, if you can’t undersell them, outadjust 
them. We have experienced this type of competition beyond reason from both 
Goodyear and Firestone. 

I know tomorrow the big companies are going to tell you how fair they are, 
that they don’t undersell, that their cost to stores and dealers is identical, that 
their stores must make a profit. 

I'd like to see their managers buy the store from profits most of them make. 
He couldn’t pay interest on the investment. 

If the price structure is right—and I don’t think it is—why can company 
stores so often sell below maximum distributors’ cost? 

I mention one price example and can offer others—the Columbus Steel Supply 
Co. of Columbus, who we sold for years at low prices. A new Goodrich store 
manager was transferred from Findlay, Ohio, to the main Goodrich store who 
promptly cut our prices 8% percent below our store cost. They have held the 
business since, giving complete service every Saturday with man and equipped 
truck free of charge, retreading being done at 40 percent off. This practice is 
common with company stores. , 

For years company owned stores purchased their retreading equipment at list 
less 30 percent, a saving of thousand of dollars. 
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Early this spring a company manager told me he had no control over prices, 
they were set by the factory. This was after I approached him about selling 
9.00-20 Goodyear Road Lug tires at $75 each. This is about $20 per tire below 
normal cost. 

In recent years we face a new threat—contractors and other large consumers. 
These are being sold on a large scale. Stocks are generally consigned to the jobs, 
without interest charge. Trucks and men were furnished without charge in most 
instances. In many instances dealers and distributors are neglected in lieu of 
these contractor deals. These contractors also resell to subcontractors at low 
prices. National accounts are an old established program that robs the inde- 
pendent of sales opportunities and profit. 

The whole program of the Big Four is now forcing the smaller companies to 
resort to direct selling of all sorts. Sales to contractors, commercial accounts 
and national accounts are daily practice. 

A company sales manager recently told me they had no choice but to sell direct 
to contractors, etc., since there was no possibility of stopping their leading and 
much larger competitors. He said, “We are in the stream and can’t turn the boat.” 
Only Government action, he stated, can force a change. A local independent is no 
longer in competition with other local independents. He’s competing with the 
giants in Akron and Detroit, the oil companies and mailorder houses. Their 
policies and pricing program has practically stopped new people entering the busi- 
ness. Direct selling is a threat to other lines of small business. It discourages 
loans by lending institutions. It kills incentive. 

New men are not coming into the business, and will not while the present trend 
to direct selling continues. Few companies appear to be seeking new independent 
distribution, preferring to place all phases of selling under their complete control. 

Independent dealers everywhere are seriously concerned. We pray that this 
committee will bring about effective relief. 


Senator Humeurey. Mr. Jack Lerman of Milwaukee, Wis. 

Before we hear Mr. Lerman we will take a short recess. 

(At this point a short recess was taken.) 

Senator Humpnrey. Mr. Lerman ? 

Mr. Lerman. Senator Humphrey, I am turning my chair over to Mr. 
Hartzmark from Cleveland who has to leave. 

Senator Humpnrey. Fine. 

All right, Mr. Hartzmark. Proceed. 


STATEMENT OF ALAN HARTZMARK, THE INDUSTRIAL TIRE CO., 
CLEVELAND, OHIO 


Mr. Harrzmarxk. Thank you, Senator Humphrey. 

I might give you a little background as to the type of business I 
have been in in the last 7 years so that you can have a better idea of 
that background. 

Approximately 7 years ago I went into the industrial end of the tire 
business. I bought for awhile, on the open market through distributors 
in Cleveland, Ohio, in that area, using my own company name, the 
Industrial Tire Co. 

The reason I went into the business at that time was because I felt I 
had a unique idea in this field, namely, mobile press-on service in my 
area which had not come into practice as of that time, and having con- 
tacted purchasing agents from various companies in the area, ‘T was 
told that the service would save many, many thousands of dollars. 

No one at that time had wanted to get into this type of business, 
through the war years and after. 

With that in mind, I will go on to my statement, sir. 

I firmly believe that direct selling to the consumer by any manu- 
facturer of a product directly affects the sales of the independent 
businessman competing with the manufacturer. To be more specific, 
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the direct selling schemes of a rubber company adversely affect the 
independent tire dealer who is trying to sell the tire on a local level. 

I wish to relate an instance in which the Goodyear Tire & Rubber 
Co., my present supplier, has adversely affected the sales of the 
Industrial Tire Co. in the Cleveland, Ohio, area, even though the 
Industrial Tire Co., who handles Goodyear’s product solely and is a 
franchised Goodyear dealer, has been servicing the customer with the 
Goodyear product according to the terms of the franchise. The case 
in point, relates to the Du Pont de Nemours Co., whose Grasselli Divi- 
sion is located on Independence Road in Cleveland, Ohio. I might 
state at this time that the Industrial Tire Co., in the Cleveland area, 
is the largest Goodyear dealer of industrial] tires which are used on 
material handling equipment. Because of the excellent mobile press- 
on service facilities of the Industrial Tire Co., the Du Pont Co. chose 
to use this dealer as their source of supply for industrial press-on 
solid tires. Now let us check, with this background in mind, the 
documentary evidence which is being submitted for your considera- 
tion. 

Do you have, Senator, the photostatic copies of Du Pont purchase 
orders ? 

Senator Humenurey. I do not believe so. 

Mr. Harrzmark. They were attached to the main statement. I 
have some copies here. You can check these on the back. 

Senator Humpurey. I am going to ask you to proceed right along 
because I am going to have to recess these hearings very shortly. 

Mr. HartrzmMark. We have on the back three purchase order copies 
and a photostat of a letter from Du Pont. 

The dates indicate the consistency of the business given to the In- 
dustrial Tire Co. The description section of the order explains the 
type of tire and the service being rendered, this being, namely, 
“pressed-on our wheels at our plant.” 

Mr. Fotey. Mr. Hartzmark, the dates are almost illegible. Would 
you read them ? 

Mr. Harrzmark. Yes. The first order is 9-9-55. The purchase 
order is GA-7959. 

The second order is 10-20-55. The purchase order is number GA- 
4245, 

The third purchase order date is 11-15-55, The purchase order 
number is GA-4587.”° 

The descriptions, as I say, indicate the type of service being 
rendered. 

The price for this work is shown to the right of the description, 
namely $52.52, plus the tax. 

The price shown, translated into a discount, would be list less 
20 percent including press-on service. In other words, the Industrial 
Tire Co. was supplying the Du Pont Co. with Goodyear tires at a 
20-percent discount, including press-on service work. Now let us 
check the November 29, 1955, letter from Du Pont to the Industrial 
Tire Co. (See exhibit 6-D, p. 115). That is the only other piece 
of literature you have. This states, we should note at this time, that 
the letter pertains to the Du Pont order number GA-4587, and that 
the price and local billing acceptance is now being questioned because 


® See exhibits 6—A, B, C, and D, pp. 112-115. 
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the prices submitted are not in accordance with “price agreement.” 
When I tried to find out from Goodyear what the price agreement was 
I was told the Du Pont price was now list less four 10’s sand a 5, and 
that I should submit Du Pont purchase orders to the Cleveland dis- 
trict office for credit and sales commission, which would be 71% 
percent. 

In view of the fact that this company was buying in a competitive 
market at list less 20 percent pressed-on, I felt that I had just lost a 
nice percentage of my profit but was still being asked to supply the 
Goodyear tire and my service. Asa result, I wrote a letter to the pur- 
chasing department at Du Pont, in which I asked if I could continue 
to supply the tires on a local billing. In view of the fact that mobile 
press-on service was necessary to avoid costly down time, and the sav- 
ings would be only $5.80 per large tire unit and $1.22 per small tire 
unit, whick did not seem to warrant the additional cost from an ac- 
counting and purchasing standpoint, I was making this request. The 
answer was no; therefore I lost the account because of the direct sell- 
ing price agreement that Goodyear and Du Pont had worked out. To 
this day I can’t be sure whether the four 10’s and a 5 discount was 
correct or not. I do know one thing however, I haven’t had an order 
from Du Pont since. 

In the Cleveland area at present, the American Steel & Wire Co., 
who is supposedly set up as a national account through their purchas- 
ing agent, the Union Supply Co. in Pittsburgh, was willing to pur- 
chase solid tires in two of their divisions from the Industrial Tire Co. 
because of our service. They even paid the invoices we submitted to 
them locally until Goodyear in Akron or Union Supply found out 
what was happening. American Steel & Wire instructed their pur- 
chasing department not to buy from the Industrial Tire Co. because 
Industrial Tire was not able to furnish the Goodyear tires at a com- 
petitive price. 

The Ford Motor Co., has recently obtained from Goodyear a na- 
tional account green sheet which we were told was not available to 
us asa dealer. After inspecting this sheet, we found that the prices 
shown were below the Industrial Tire Co. buying price. Is it any 
wonder that we cannot sell Ford tires. I might add that we are pres- 
ently selling Ford another product at a competitive price which is 
not, as yet, set up on a national account price agreement, 

The other phase of direct selling which has ‘affec ted my business 
adversely is the company-owned store outlet. I am one of those 
dealers who was unfortunate enough to have a Goodyear company 
store opened during this past year within a mile of my place of busi- 
ness. In addition, another company-owned store was recently opened 
within 5 miles of me. Over 50 percent of my annual sales volume 
during the past 5 years was comprised of passenger tire sales. During 
the first 5 months of 1950, 30 percent of my sales volume was in pas- 
senger tire sales. The consumer in my area now has the opportunity 
to shop my company and the Goodyear store before making a pur- 
chase. Since price is a factor when a like product is being purchased 
and since we have not been giving away the extra special discounts 
offered during the past sever ral months, while the store has, we at- 
tribute this factor to our passenger sales decline. Individuals in 
maintenance and purchasing departments in the area who have given 
my company business during the past years have told me that our 
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prices are higher than the company store. In order to compete price- 
wise with the store on sales to these people, I now have to sell at 20 
percent off of code, which is a figure that 1s shown in the price list. It 
is a discount from list percentagewise based on the quality of the tire 
being sold. In some cases it is similar to list, in other cases it is a 
larger percentage from list, depending on the quality. 

In other words, I now have to sell at 20 percent off of code which is 
BB1, mounted without a recappable tire exchange. This amounts 
to a 10 percent loss in gross profit on this type of sale. On wholesale 
sales to garages and gas stations in the area, the same 10 percent would 
apply in most cases because these outlets primarily purchase second 
line tires. It seems unfair to have to lose sales and profits because of 
this kind of a direct selling outlet. The only way that I can rationally 
consider expansion of my passenger tire business is to move to a differ- 
ent location. It is rather discouraging to myself as an independent 
tire dealer, to think in terms of investing possibly $25,000 in addi- 
tional inventory and fixtures plus a lease commitment in a new loca- 
tion. The risk of success seems even greater when the thought of a 
company-store possibility in the new area 1s presented. 

Maybe I possibly am all wrong. Maybe my supplier really does like 
me and really isn’t trying to take business away from me. Maybe I 
should forget the business I have lost and be satisfied to do business 
with the individuals and companies not being directly sold. But then 
again, maybe my supplier won’t be satisfied until he and his fellow 
rubber companies have directly sold all the car owners, garages, gas 
stations, and all the companies large enough to use material handling 
equipment and industrial tires. I must be right in coming here today. 
If I wait it may be too late, then I will no longer have the privilege of 
being an independent tire dealer. 

Thank you. 

Senator Humrnurey. Well, your story, Mr. Hartzmark, is further 
elucidation of this or further elaboration of what we have heard here 
today in terms of the competition from company-store selling, direct 
factory selling, and this round-about circuitous arrangement of a 714- 
percent sales commission. 

Mr. Harrzmark. Yes. In general, yes. These are the basic 
problems. 

The national account business or the company-owned store business 
are the basic problems. 

If you are selling to companies, such as I am in my industrial field, 
the national account business is the big problem. 

If you are selling to the consumer, the retail company store is the 
main problem. 

Senator Humenrey. I have your point. What do you recommend? 

Mr. Harrzmark. Basically I think the solution lies in the control 
of the national account business. I think that the company should 
get to the point where they will give the distributors or franchised 
dealers in their area the opportunity to take business at a competitive 
price, not at 714 percent, but at a price where they will not go in and 
directly sell out of the factory. I mean, you take deals like Ford and 
American Steel & Wire, those boys are not even getting local delivery. 
They get shipments out of the factory, and if a store has to in some 
cases handle this, then they will go to the factory distribution, Senator, 
for their merchandise, and not having to stock a penny’s worth in 
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their own building, pick up the merchandise and deliver it for what- 
ever store billing commissions or things that they get. 

Mr. Forry. Is this a fair statement to make, Mr. H: urtzmark, that 
the Big Four in the rubber tire industry account for approximately 
80 perc ent of the tire shipments, at least it is significantly a large num- 
ber, and that they all operate similarly in this national account busi- 
ness, the Big Four? 

Mr. Harrzmarx. I do not know whether your 80 percent figure is 
right. All I do know is that I have had dealings with Goodyear 
primarily during the last 5 years, and Goodrich prior to that on the 
open market, and in both arrangements, I am in the industrial now— 
keep that in mind—and only talking industri: als, in both arrangements 
those fellows held accounts that I could not handle because of the 
wen advantage. In other words, they could put them in below my 

uying price. That is what their green-sheet price is. 

They have salesmen in their district offices who do nothing but call 
on your industrial accounts, and then they have the cuts to come 
around once a month to ask you to list your accounts for them, and 
what volume you have done with them, so they can go back next month 
and comb them. 

This does not make sense. Every month I turn the list down, and 
every month I get it back, and the guy comes back to see me, and I 
tell him I am not going to supply it. 

Senator Humpurey. Why don’t you buy tires from other com- 
panies ? 

Mr. Harrzman. I have done one thing to hedge against this prob- 
lem, which is going to get worse and is getting worse. I have seen 
the trend now. I have ; gone into what may be considered localized 
recapping operation of industrial tires. 

All we do—but once again you are limited on your buying price on 
rubber. You buy rubber “pack ‘aged from Firestone or United States or 
whoever you want, and put this material on, which makes it a new 
tire again. This involves an investment of maybe $20,000 that I 
have invested over the last few years on equipment. to oe this. 

Mr. Forry. The question of national advertising comes in here, 
Senator, because there is such an intense concentration in a few com- 
panies. They are able to engage much more in national advertising 
than is the rest of the industry; is that a fair statement ? 

Mr. Harrzmarx. | would say this is true. 

Mr. Forry. That is what I was getting at. 

Mr. Harrzmark. They are able to advertise, but we still have to 
advertise our industrial tires, and I do not get an inquiry from their 
national plant down in Akron. 

Mr. Forey. As a result, a local dealer simply does not have that 
fluidity or mobility to move from one company to another. 

Mr. Harrzmarx. That is right. 

Of course, you cannot move, really, because what are you doing? 
You are kidding yourself. Goodrich and Goodyear m: ake the tires. 
Monarch makes them for Firesto ne, General, and their own name. 
So you are limited to those suppliers. 

Now, where do you go? I have handled Goodrich. Maybe I do not 
have as good a buying price. United States makes their own also; I 
will add that. I can go to United States. That is where I am left; 
that is who I am left with, but from what I have heard today, I do 
not want to go to United States. [Laughter. ] 
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Senator Humpurey. Does Mansfield Tire, for example, make 
your 

Mr. Harrzmark. No, they do not make any. 

Senator Humpurey. Seiberling ? 

Mr. Harrzmark. No, sir. 

Sena itor Humrurey. Cooper? 

Mr. Harrzmark. No, sir. 

Senator Humpurey. None of the smaller ones? 

Mr. Harrzmark. No, just the ones I have mentioned, United States, 
Goodyear, Goodrich, and Monarch, which makes for some of the other 
ones. In fact, I have heard even lately that Goodrich is attempting 
to buy Monarch because they are competing on such a national level 
against one another pricewise that they cannot live amongst them- 
selves. So I do not know how we are 

Senator Humrenrey. If you are interested, I would like to give you 
some information on what happens in other fields. I am on a commit- 
tee that: meets right below this committee, the Committee on Agricul- 
ture and Forestry. 

We today have feed processing companies that literally take over 
whole farms. I mean they give the farmers the eggs, the chickens 
hatch out; they give them the feed; and then they pay them a fee for 
raising the chic kens and the eggs. This is particularly true of broil- 
ers. This is what we call integrated farming. If you think this is 
lousing up things, you ought to be on that committee. [Laughter. ] 

I mean lousing it up. 

But this is becoming commonplace, may I say, in dairying, } in beef 
cattle, and the day of the independent farmowner is fast co ining 
to an end, because he cannot compete. 

Mr. Harrzmarxk. Well, do you know something, Senator Hum- 
phrey 

Senator Humpnrery. You just cannot compete, my friend. So take 
a little sympathetic view of that other fellow. I see him every day. 

Mr. Harrzmarx. When I went to school there I learned one thing. 
We lived in a free enterprise system. If I had learned in that same 
school that we would have been in a socialistic system, I would have 
thought maybe different and never would have thought of putting up 
risk capital j in a business. But today, having been “taught our basic 
philosophy of life similar to what you remarks were to ‘these girls in 
civics—we all took these courses—this Government is set up to help, 
I am certain, the small fellow. That is what I am doing here. 

I feel that from a local level I can present you with certain infor- 
mation which possibly can be helpful in maintaining the system, this 
free enterprise system, that we have. 

So the result is that either we are thinking in terms of continuing 
that system and helping the guy who wants to go in with his risk 
capital to be able to live in the economy, or else we all want to work 
for the big boy, or we can take our money and invest it in the big boy’s 
stock, because they are all doing well with their stock. 

I mean, I made more money in the last year on Goodyear stock than 
I can make with Goodyear, I think, if I ever stop to figure it out. 
The only problem you have 

Senator Humpnrey. That is a very significant comment, my friend, 
and IT hope it sinks into every businessman’s head who is in this room, 
because this is exactly what is going to happen. 
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Mr. Harrzmark. That is right. 

Senator Humpnrey. And if you will examine it more carefully and 
get beyond the confines of your immediate testimony, you will see 
this is what is beginning to happen. But the minute that some of us 
want to do something, why, we are told we are interfering with free 
enterprise. 

Mr. Harrzmark. I think you are doing a good job. 

Senator Humpnrey. Well, you would be surprised; you want to 
read my mail sometimes. 

Mr. Harrzmark. Isthat right? | Laughter. ] 

Senator Humpnrey. The next witness is Mr. Lerman. 

Before we call on Mr. Lerman, I will ask to be inserted in the record 
the attachments to Mr. Hartzmark’s statement. 

(The documents referred to follow :) 


Exuisirt 6-A.—Purchase orders issued by E. I. du Pont de Nemours & Co., Wil- 
mington, Del., to the Industrial Tire Co., Cleveland, Ohio, and letter dated 
November 29, 1955 ™ 


PURCHASE ORDER No. GA-—7959 
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PURCHASE ORDER GA-4245 * 
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PURCHASE ORDER No. GA—4587 
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Exutpit 6-D.—LeEtTrer From T. WoLrFE, E. I. pv Pont DE NeMouRs & Co., 
WILMINGTON, DEL., TO THE INDUSTRIAL TIRE Co., CLEVELAND, OHIO 
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Senator Humenrey. All right, Mr. Lerman. Mr. Lerman, we will 
bring you back, and then we have one other witness, Mr. Kuhn. 

Is Mr. Kuhn in the room ? 

Yes, sir, I just want to be sure you are here. 

Go right ahead, Mr. Lerman. 


STATEMENT OF JACK LERMAN, LERMAN TIRE SERVICE, LTD., 
MILWAUKEE, WIS. 


Mr. Lerman. Thank you, Senator. 

Senator Humrurey. We are very happy to have you here, sir, and 
we welcome you to the committee. 

Mr. Lerman. We are independent tire dealers. For some years 
we have been distributors of Goodyear tires and Gates tires, and re- 
cently we have been handling, in addition, tires — on the open 
market. Our volume runs over $500,000 a yea 

I can describe the direct selling practices of ts tires companies in 
our local market by giving a number of a ‘ific instances. 

(1) On May 9, 1958, our supplier, the Goodyear Tire & Rubber Co., 
through its company store on 58th and West Fond du Lac Avenue, sold 
to Coca-Cola Bottling C 0., 424 East ¢ apitol Drive, four 750/20 rib hi- 
miler at the price of $51.30 tax included. This was below our prevail- 
ing buying price at that time. Delivery of said merchandise was made 
on April 28. We were told by Mr. John Hayford (now deceased), 
purchasing agent, and Mr. W alter Voss, garage superintendent of 
Coca-Cola, that the above price was quoted to them by Mr. Rollins, 
a Goodyear store salesman, who, incidentally, is no longer with the 
company. Our own billing price from Goodyear at that specific 
time was $48.96 plus $4.95 ‘Federal excise tax for a total of $53.91. 

(2) American Motors. (Please see attached letter to Senator Hu- 
bert Humphrey.)*** After making delivery to the American Motors 
Corp. for a period of 1 year at 4, /10’s and 5 off list price, we were 
notified early in September by the local Anierican Motors plant pur- 
chasing agent, Mr. Evan Jakopec, that henceforth he would pur- 
chase industrial solids from the Goodyear service store at OEM prices. 
Said prices were at least 20 percent below our buying apn On Sep- 
tember 17, 1958, James Patterson and Philip Lerman met with Mr. 
J. J. Klingelhoefer, Goodyear district manager, to protest the same. 
Mr. Klingelhoefer told us that we could make deliv ery to American 
Motors under national contract with Goodyear paying us a 714-per- 
cent commission on BB-4, which is one of the buying schedules. 

Senator Humpnurey. How come they all got 714 percent? 

Mr. Lerman. They want us to stay in business, Senator Humphrey. 

Senator Humpnrey. I mean, how come every company comes up 
with the same figure ? 

Mr. Lerman. I just wonder if they are not speaking to each other 
[ Laughter. ] 

Mr. Lerman. They are not supposed to, but they evidently are. 

Senator Humpurey. It is an amazing thing that somebody does 
not want to give you 8 percent or somebody want to give you 7 percent. 

Mr. Lerman. I do not know the answers for that; that is up to the 
committee and the FTC and the Justice Department. 


22a See exhibit 7—A, p. 120. 
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Senator Humrnrey. Well, I just thought I would inquire from 
you, since you are a little closer to it. 
~ Mr. Lerman. There are an awful lot of us here who are close to it, 
and I think the story is basically the same. 

Senator Humenrey. All right; proceed. 

Mr. Lerman. However, he did leave the burden of notifying Ameri- 
can Motors on us. Since that date we have made one delivery. 

Incidentally, a copy of the purchase order is here. 

(See exhibit 7—C, p. 122.) 

Senator Humpurey. Yes, sir. 

Mr. Lerman. A copy of the purchase order following OEM prices 
for local use has been forwarded to the Federal Trade Commission. 
We are given to understand that between October 1, 1958, and De- 
cember 31, 1958, the American Motors’ Milwaukee installation, has 
purchased over $1,000 worth of industrial solids from the Goodyear 
Tire & Rubber Co. with delivery being made by a company store. 

3. General Tire & Rubber Co. delivered 10.00 x 20 truck tires to a 
local brewery—this was in October or September of last year—at $81 
each, including Federal excise tax. The delivery was made through 
the local General tire dealer, and at least 10 percent below our buying 
price on similar merchandise from our own suppliers. 

Incidentally, on this I think the people here should know that I 
complimented the General dealer on what he had done, because it 
seems that in our market and, perhaps, in other markets, Firestone, 
come September or October, just before their year closes, will go into 
the local market and shoot fantastic prices. 

Most of us at that time of the year just back off. We just refuse to 
sell because we cannot compete with them. They hire these young 
men who go out calling on the commercial trade, and the only thing 
that they know is 10 off and, boy, they are awfully deep sometimes. 
So when a competitor steps into a market of that kind and gives them 
a little bit of their own medicine, we do not mind it at all. 

But I thought it should be in here for the record. 

(4) Goodyear is selling Groves, a local contractor, earthmover 
tires at an extra 5 percent below the lowest max, max, max price. 

I do not know how many max’s there are any more. 

In addition, Goodyear is supplying Groves with free labor and is 
placing this business through one of its company stores rather than 
through an independent tire dealer. 

I found that since we have given you this information, that Groves 
is paying a $500 service fee for a truck and a man. We cannot afford 
to supply a truck and a man at that price. 

(5) Motor transport—reciprocity. We find by calling on large 
over-the-road haulers that sometimes the door is closed on us sim- 
ply because we, as an independent tire dealer, do not have the freight 
to give them. 

hey feel obligated or are pressured into giving company-owned 
stores, Goodyear, Firestone, Goodrich, business because of the freight 
that they get from them. 

We have one account in particular who is the largest hauler within 
the State of Wisconsin, and we do ship with him occasionally. 

I have not sold him a new tire in over a year. We do get four or 
five tires to recap from him occasionally, but it takes a half-dozen 
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phone calls to get it. That is not free enterprise any more. This is 
pressure from on top. 

(G6) Here is something that people have talked about before. The 
Schwerman Trucking Co. has created, so far as my knowledge is con- 
cerned, a wholly owned subsidiary known as the Evergreen Supply 
Co. The Evergreen Supply Co. then purchases tires, automobile and 
truck parts and fuel as a dealer, and is purchasing its material at 
the maximum di-counts available to the independent tire dealer. The 
independent tire dealer has been completely eliminated from the pic- 
ture. They operate in the State of Wisconsin and the State of Ohio. 
They have a large cement haul. 

Schwerman, through its Evergreen Supply Co., is purchasing di- 
rectly from Goodyear and Firestone, and, incidentally, it is my under- 
standing they are buying at prices considerably below the prices of- 
fered to us by our own supplier. 

(7) Approximate)y 3 months ago our Goodyear field representative, 
Alex Zagrodnik, notified us to meet any deal involving truck tires, no 
matter how )ow, and that the Goodyear Tire & Rubber Co. would guar- 
antee us a 714-percent commission. 

(8) Goodyear has opened three stores in the Milwankee market, 
We are given to understand from reliable sources that all three 
stores are operating at substantial losses. 

Senator Humrurey. But at the same time Goodyear says appar- 
ently if that company store sells at fantastically low prices that you 
can meet that competition and they will still give you 714 percent. 

Mr. Lerman. Yes, but we cannot stay in business on 714 percent, 
so we do not take any of it. We found other ways to lick our 
problem. It is not that it is licked, but we feel that there are cer- 
tain inequities in this industry of ours that we need help on. 

Senator Humpnrey. OK. 

Mr. Lerman. That is why weare here. 

(9) Almost all companies engaged in the roadbuilding program 
are buying tires direct from the manufacturer at cost substantially 
below our buying price. If we are able to sell these accounts on this 
program we automatically obtain a 714 percent commission of a cer- 
tain buying price. 

(10) Incidentally, Mr. Foley, I think this was something you were 
inquiring about before. We were notified by John Lehman of Delevan 
Tire Co., Delevan, Wis., that on May 12, 1958, he was informed by his 
Goodyear representative that for the time being he would be given 
an extra 714-percent discount below our regular buying price. We 
called Mr. Zagrodnik, our Goodyear representative, to ascertain 
whether we could be so favored and were notified that there was no 
specials on truck tires as of that moment. Delevan is, incidentally, 
just about 40 or 50 miles from us. 

(11) Early in December we were called by Bill Quasius, produc- 
tion manager of Bolens Equipment Co., Port Washington, to give 
quotes on industrial solids. I went to Port Washington to see Mr. 
Quasius. In the course of my interview I discovered that Mr. Quasius 
was purchasing industrial solids at OEM prices from the Firestone 
store on 9th and National Avenue. In March 1957 he had been fur- 
nished two 1614 x 5 x 1114 solids including pressing for the sum of 
$37.20, which, at that time, was 20 to 25 percent below our buying 
price. 
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On February 11, 1959, we were informed by Sullivan Motor De- 
livery of this city that hey had just taken shipme nt of four 900-20 
Goodyear traction hi-miler rayon tube- type seconds at $60.40 each, 
plus Federal excise tax. This is approximately $1 below our buying 
price of this type of tire without taking the 2 percent cash payment 
discount. Delivery was made by one of the local Goodyear stores. We 
have a photostatic copy of the delivery invoice. 

Mr. Forry. Do you have them with you ? 

Mr. Lerman. No, I have them in Milwaukee. 

Mr. Fotry. Will you supply us with them ? *° 

Mr. Lerman. We will be very glad to supply them. 

Incidentally, we called up the Goodyear district manager at this 
time. He isa pretty nice guy, at least he is honest and abov eboard, 
and we told him what had happened. He said he would check on it. 
He did, and he said, “Look, it happened. We have no excuses to make. 
Somebody made a mistake supposedly.” 

Incidentally, the tires were returned to Goodyear after our meeting 
with the Sullivan Motor Delivery executives. We question how a 
company such as Goodyear Tire & Rubber Co. can operate on a 11% 
percent margin of profit in its retail oper ations, if the companies 
and the store managers, what they tell us, is correct, and that is the 
stores buy at the same price we do. 

I do not believe that they buy at the same price as we do, and there 
certainly are a lot of inequities in that picture when they have no 
financing to contend with, and they have no capital struc ture to con- 
tend with. 

I eee for one, that we are paying too much money for the 
merchandise that we buy, because we are subsidizing these store 
operations. 

Incidentally, I do have a copy here of the invoice where on March 
7, 1959, one of the Goodyear service stores delivered four third- 
line, white sidewall tires which they are using as a leader to a filling 
station at an extra 714-percent discount. (See exhibit 7—B, p. 121.) 

So far as I know, I do not know of a tire dealer in the country who 
got an extra 714 percent on the third-line white sidewall tire. But 
here a company store was able to make delivery somehow to a filling 
station at an extra 714 percent below their regular buying price, and 
at that time with the 71% that tire was delivet red at about 10 cents or 
11 cents below our buying price, and we buy a lot more tires from 
Goodyear than this filling station does. I want to submit this evidence 
also. 

Senator Humpnrey. Yes, indeed ; we are hi: appy to have that, 

Your pattern, as we say, is further accentuation of what we have 
had. You run into more direct competition from the company store. 

Mr. Lerman. From al] company stores. We have five Firestone 
stores, three Goodyear stores, two Goodrich stores, and U.S. is opening 
up in our market. 

Senator Humrurey. They are growing, the number of stores? 

Mr. Lerman. Yes. In fact, Goodyear had stores in our market in 
1940. They sold their stores out to an independent tire dealer. They 
were out of the independent store market in Milwaukee until 1945 or 
1946 when they decided to come back in again. 


% To be supplied. 
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It is very interesting about the Firestone Co. or, for that matter, 
any other large manufacturer. 

In our market the representative comes around and he is alw: ays 
talking about MV Ke, motor vehicle registration, and every company 
wants to gets its share or quota of the motor ve shicle registration, of 
the market. But if you take those shares and add them up, instead 
of being 100 percent it is about 200 or 300. It is a very interesting 
observation. We cannot add those up to add to 100. ‘It is always 
more on MVR. 

Senator Humpnrey. Do you have any questions ? 

Mr, Lerman, we surely want to thank you for your very detailed 
statement. These particular references are most helpful. 

Mr. Lerman. Well, we have appeared before the Federal Trade 
Commission, and we are out to see to it that we retain independence 
and remain in business. 

Senator Humrnrey. You have presented evidence to the Federal 
Trade Commission also ? 

Mr. Lerman. Yes, sir; we have. 

Senator Humpnrey. Thank you very much. 

(The documents previously referred to follow :) 


EXHIBIT 7—A 


Letter addressed to Senator Humphrey by Philip E. Lerman, vice president, 
Lerman Tire Service, Ltd., Milwaukee, Wis. 


LERMAN TIRE SERVICE, Lp., 
Vilwaukee, Wis., Oc tobe r 3, 1958. 
Senator HuBEerT HUMPHREY, 
Senate Office Building, 
Washington, D.C. 

Dear SENATOR HUMPHREY: I regret very much that I was not able to make 
contact with you during your recent visit to southern Wisconsin, and I hope that 
you received my notes. 

I am writing this letter at the suggestion of W. W. Marsh, executive secretary 
of the National Tire Dealers & Retreaders Association. We are fortunate, 
indeed, in that you will be addressing the NTDRA convention in the middle of 
this month, since the problem I am bringing to your attention is one which I know 
plagues other independent tire dealers as well as ourselves. 

Specifically, we are concerned with the general invasion into the retail and 
wholesale markets by the major rubber companies. I have had occasion in the 
past to bring a number of problems to the attention of the Federal Trade 
Commission and to the secretary and counsel of the House of Representatives 
Select Committee on Small Business, with the hope that someday we could air 
our problems before a duly constituted committee of either the House of Repre- 
sentatives or the Senate of the United States. 

The specific problem which I wish to bring to your attention at this time is 
one that relates to original equipment manufacturer sales. Our firm, which 
is a wholly owned independent family corporation, has been doing business in 
the Milwaukee area for 38 years. In the last 24% years since my return to 
Milwaukee we have developed a large industrial business. We are distributors 
of Goodyear tires and have been making delivery to the American Motors Corp. 
plant in Milwaukee. We purchase our stock from Goodyear and maintain our 
own industrial tire inventory. We had been making deliveries to American 
Motors at a price which in the tire industry is quoted at four 10’s and 5 off 
of list price. American Motors also accepts delivery on pneumatic tires direct 
from Goodyear at a price which is equivalent to about 20 percent: below our 
buying price. 

It is our understanding that OEM contracts specify that material so de 
livered can only be used by the receiver for resale with equipment which the 
receiver (manufacturer) makes for public distribution. We further under- 
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stand, that OEM prices cannot be given to a manufacturer for use of equipment 
within the manufacturers own plant. Equipment used within the plant must 
be purchased at the regular going market prices depending upon whatever that 
market may be in a given area. 

Within the last month we have been notified by American Motors that the 
Goodyear Tire & Rubber Co. has offered them, and did deliver to them, in- 
dustrial solid tires at OEM prices for use on American Motors equipment which 
was not for resale. When we protested to the Goodyear district manager, we 
were told that we could make such deliveries and would be given a commission 
based on a buying price which is a term used within the industry. 

We have made such a delivery since, and the difference in the price of our 
original delivery and the present delivery price is one which has cut our gross 
profit margin by about 80 percent. 

I realize the above is confusing. My brother, Jack Lerman, will be in at- 
tendance at the NTDRA convention in Los Angeles and I am asking now for 
the privilege of having him meet with you so that he can fully detail this prob- 
lem to you. We would, of course, appreciate that you keep this confidential. 
We are specifically asking whether— 

(1) The Goodyear Tire & Rubber Co. is violating the Wright-Patman Act 
by offering merchandise not for OEM use at below the buying price offered to 
regularly constituted dealers. 

(2) What recourse do we as independent dealers have before the Federal 
law in seeking remedial action on this and similar problems? 

Incidentally, we have photostats of purchase orders showing the price offered 
at this time to American Motors under this plan by the Goodyear Tire & 
Rubber Co. 

Please let me know when it will be convenient to meet with you in Los Angeles. 

Sincerely yours, 

PuIip E. LERMAN, Vice President. 


P.S.—I am secretary of the Wisconsin Independent Tire Dealers Association 
and hope that we may have the privilege someday of having you address our 
annual meeting. 


a. — 
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ExHIsiIt 7-C 


*7 77 
ORM AM2148 Ae. PURCHASE ORDER ue. 
° 
N° B 29087 
{ AMERICAN MOTORS CORPORATION 
BODY PLANT 
3880 N. RICHARDS ST. 
VENDOR MILWAUKEE 1, WISCONSIN cate 9/23/58 

a 1 “ACCEPTING THIS ORDER You AGREE TO ALL OF THE TERMS ANO CONDITIONS ser FORTH BOTH ON FACE AND REVERSE S DE 
THE DELIVERY OF ANY ITEM COVERED BY THIS ORDER OR THE WRITTEN APPROVAL 


HEREOF. YOU FURTHER AGREE THAT EITHER 
OF THIS ORDER SHALL CONSTITUTE AN ACCEPTANCE THEREOF 





TERMS FUT 














“uisition No. | DEPT. & ACCT. F. 0. B. 
NCH 688-415 OUR PLANT NET 30 YOUR DEL. 
| SHIP TO: (SAME AS ABOVE UNLESS —- 
“I | OTHERWISE INDICATED) 
GOODYEAR TIRE & RUBBER 
% LERMAN TIRE SERVICE 
1233 N. 4TH ST. 
ia MILWAUKEE, WISCONSIN os | 
“QUANTITY. |. PARTNO. | Sescnetion Fe ee nA ee z 
ae, 
2 20 X 6X16 ALL WEATHER FLAT THREAD TIRES | $20.36 EA, 
TAX 1.06 EA, 
CONF I RMING 
10902 
W.0. 23914 


MAIL INVOICES IN DUPLICATE TO: ACCOUNTS PAYABLE. 8680 N. RICHARDS STREET, MILWAUKEE 1. WISCONSIN 
PACKING SLIPS MUST ACCOMPANY SHIPMENTS: MAIL ORIGINAL BILL OF LADING, SHOWING PURCHASE ORDER NUMBER. TO OUR 
TRAFFIC DEPARTMENT AT PLANT TO WHICH SHIPMENT IS MADE. 





RELIVERY: TO BE RECEIVED AT OUR PLANT ON DATE(S) SPECIFIED BELOW OR AS SPECIFIED IN OUR RELEASES: 
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Senator Humrurey. Mr. Kuhn? All right, sir, go right ahead. 


STATEMENT OF W. J. KUHN, OWNER, W. J. KUHN SALES, i 
MILWAUKEE, WIS. 


Mr, Kunn. My name is W. J. Kuhn. I am from Milwaukee, and ¢ 
have been in business for 33 years. This is my report. 

I am the owner of W. J. Kuhn Sales. I have been a Firestone 
dealer for 16 years. Last year, Armstrong Rubber came to me, sold 5 
me their warehouse deal for the State of Wisconsin. We then started 
to sell Armstrong tires in our store, which Firestone did not like. \ 
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On January 15, I sold a friend of mine, who owned a Shell station, 
100 Armstrong tires. On account of this sale, I was called into Mr. 
Bonewitz’ oflice, who is the district manager for Firestone. He then 
told me that he would not sell me any more Firestone tires. He did 
not stop selling me tires, but sent this letter to me: 


EXHIBIT 8 


THE FIRESTONE TIRE & RUBBER CO., 


Milwaukee, Wis., February 23, 1959. 
Mr. W. J. KUHN, 


Kuhn Sales & Service, 
Milwaukee, Wis. 

Dear Mr. KuHN: Confirming my phone conversation with you, we are not ina 
position to honor any cooperative advertising—radio, television, or newspaper— 
until further notice from this office. You greatly exceeded your allowable 
advertising expense in 1958, and in view of this will not participate with you 
in any advertising until such time as this expense might be brought into line. 

It has come to my attention that you are still advertising on TV and listing 
yourself as Milwaukee’s largest Firestone dealer store. This is erroneous ad- 
vertising and I am asking that you stop using this phrase at once. It so happens 
that there are three or four other dealers in Milwaukee who have greater pur- 
chases from Firestone than your account had last year. 


This letter is also to confirm that the discounts you receive from Firestone 
will be on an earned basis. 


Iam giving you this information so there will be no misunderstanding insofar 
as your buying prices or advertising program is concerned. 
Yours very truly, 
J. W. BONEWITz, 
District Manager, Firestone Tire & Rubber Co., 
Milwaukee District. 

Of course, he has not stopped selling me tires, but has taken me off 
his preferred discount list, and he is making everything—making it 
very miserable for us to do business. In fact, prices to filling stations 
at that time were a lot less than he was giving pr ices to me. 

Senator Humpnurey. Let me ask you some questions here. Did you 
have any kind of a franchise ¥ ith the Firestone Co. that required you 
only to handle Firestone tires 

Mr. Kuun. No. There is nat a franchise like that that exists, to my 
knowledge. Sixteen years ago I signed it; I don’t remember. 

Senator Humpnrry. Did you ever sell any other kind of tires be- 
sides Firestone ? 

Mr. Kuun. Yes, off and on. 

Senator Humrurey. You now sell Firestone and Armstrong? 

Mr. Kuun. That is right. 

Senator Humpnrey. You think it is on that basis that this letter 
was submitted ? 

Mr. Kuun. I think so, yes. 

Senator Humpnrey. Well now, what kind of cooperative advertis- 
ing did you receive? 

Mr. Kunn. Well, they gave us a certain percentage of our sales. 
Of course, I have exceeded that years and years and always have, be- 
cause I believe a lot in advertising. 

Senator Humpnrery. Have they cut that off now? 

Mr. Kunn. They have cut that off, yes; absolutely cut it off. You 
see, the reason actually for this whole thing—— 

Mr. Fotry. What about the sts 1tement, Mr. Kuhn, that you were 
Milwaukee’s largest Firestone dealer ? 
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Mr. Kuun. At one time I was; then, of course, this is an erroneous 
statement so far as he is concerned because I have not advertised on 
television for a year and a half prior to that. He just put that in the 
letter. I think he was a little disturbed or mad about it. 

You see, their tie-in is with Shell Oil Co. in Milwaukee, and has 
been very strong, and when you infringe on a Firestone dealer you 
are infringing on something really important to the district manager 
of the Milwaukee territory. 

They are tied in very tightly. I mean, if you sell a Shell station 
anything outside of Firestone, you are going to get into trouble and, 
of course, this is the trouble. 

Actually, my penalty is this, this is my penalty for selling this Shell 
station another product beside Firestone. 

Mr. Fotry. I believe Senator Humphrey was asking you about your 
advertising allowances. 

Mr. Kuun. Well, they used to let us advertise on our own as much 
as we wanted to. I mean, for the last 4 years I have done that. 

Senator Humeurey. Did they pay for that advertising ? 

Mr. Kunn. They paid their portion of it; yes. 

Senator Humpurey. They paid their portion. What is it, a per- 
centage portion ? 

Mr. Kuun. Percentage portion. In our town it was three-quarters, 
and I paid 25 percent. 

Senator Humrurey. Right now they have cut that all out, is that 
correct ? 

Mr. Kuun. Absolutely cut it out. They would not pay for 1 cent’s 
worth of advertising this year. 

Senator Humpnurey. Are you selling as many dollars’ worth of Fire- 
stone tires as you used to? 

Mr. Kuun. No. Our sales dropped tremendously due to the fact 
we don’t get the additional discounts; we could not afferd to be com- 
petitive. But, of course, our Armstrong sales have gone up consid- 
erably and overcome this. In fact, we are making more money than 
we did before. 

Senator Humpurey. In other words, Firestone says to you, accord- 
ing to your testimony, “If you don’t play the game the way we want 
it, you don’t get the benefits” ? 

fr. Kounn. Exactly. We are off the discount list, and that was told 
to me by one of the salesmen after that. 

Senator Humpurey. Do they feel that these discount lists that you 
used to share in stimulated sales ? 

Mr. Kuun. They do not stimulate sales. They put you in a more 
competitive position. In fact, we cannot sell a service station any 
more, and I think that is their motive, because we do not get these 
additional undercover discounts, let us say. I have got several dis- 
counts—— 

Senator Humpueey. I never heard of such a business in all this time. 
Everybody has got something undercover. There are all kinds of 
codes, and two or three tens and tens, tens and fives. I have been 
in business—I am no neophyte in this. I have been around a little. 
I was born and raised in business. 

Mr. Kuun. This isa good business. 

Senator Humpurey. It is a complex business. 
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Mr. Kuun. But the rubber companies have got us so confused; 
they are so confused in trade naming their tires—you are so confused, 
that a retailer does not know what tire he is buying today, any more. 
He does not know what he is buying. They have no merit. They 
have no way of telling what grade it 1s. The rubber companies have 
done it; let us face it. 

Senator Humrurey. Let us hear what you mean by that statement. 
Are you telling me that the labeling on the tire—I mean the advertis- 
ing about the tire—is misleading ? 

Mr. Kuun. Yes. Of course, the tire dealers have changed that here 
in just six months, just six months ago. Now the tires—their titles are 
more specific—but yet they are not direct enough to tell my consumer 
what he is buying. 

Senator Humpurey. Well, that is something the Federal Trade 
Commission ought to look into. I want to get things into this record 
that the Federal Trade Commission ought to look into. We have got 
a great big staff over there, and if we have not got a big enough one, 
we ought to get one. 

Are you saying to me that the advertising relating to tires does not 
describe there to the customer what he is really getting in terms of the 
quality or the nature of the tire? 

Mr. Kunn. He does not know. He has no way of finding out, 
either, what he is getting, and I think the rubber companies have 
stimulated that for a reason, because competition is getting rough. 

The smaller companies are coming in and they have got to have 
something to combat it. Take a small rubber company; they have got 
their lines specifically rated. 

Now, the larger companies would sooner sell their second line com- 
petitively than they would their first line, because that is in the lower 
price. 

Senator Humrnrey. Why would they rather do that? 

Mr. Kunn. Because it is in a lower price bracket. 

Senator Humpnrey. Sometimes I think I am really getting so old 
I cannot follow all this stuff. This is really very, very peculiar; a very 
peculiar kind of thing that you are talking about. 

Mr. Kunn. This is a very serious problem, 

Senator Humprurey. I have listened to witnesses for 10 years on 
the Senate Small Business Committee, and I can honestly say that 
I never heard anything like this in my life save, possibly, on the cut- 
rate price war they had in gasoline up here in New Jersey that got 
kind of foxy, but after sticking with it for a while, we finally found 
out what was going on and did something about it. 

But this is unbelievable. I have heard all kinds of discounts. Our 
family has been in business for 60 years, and I think we participated 
in most kinds of discounts. But I tell you, we never sold rubber 
tires, and I’m beginning to see why. [Laughter. ] 

Mr. Kuun. I have been captivated by the Shell Oil Co. for 23 
years, and I have been captivated by the Firestone Tire & Rubber 
Co. 

Senator Humrnurey. You have been what? 

Mr. Kun. Captivated, afraid to say what I am supposed to say. 
This is the first year I do not owe them any money and I can talk 
the way I want to talk. 
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Senator Humrurey. You talk; it is refreshing. 

_ Mr, Kuun. It is the truth. I know there are some people sitting 
in this chair today who just saved up a little bit, because they were 
afraid of recourse against them, I have got the recourse. It is here. 
I cannot get any more. They won’t sell me. In fact, they want to 
cancel me out. Being with them, being in the largest store in Mil- 
waukee, doing more advertising than anybody, they pushed me away. 
They cooled me off in anger, and another store came in, and I shed- 
ded the gum dipping and took on this other tire. [Laughter.] 

Senator Humrurey. How long have you been in business in Mil- 
waukee ? 

Mr. Kunn. About 33 years, 

Senator Humpnurey. About 33 years. 

Mr. Kuun. Started as a filling station and worked into this busi- 
ness, 

Senator Humpnrey. You are a pretty well established business, 
in other words, in Milwaukee. 

Mr. Kuun. Yes, sir. 

Senator Humpurey. Big tire dealer. 

Mr. Kuun. I was the biggest in Milwaukee for several years. 

Senator Humpnurey. Pay your bills and have a good reputation. 

Mr. Kuuwn. Firestone always made sure we owed them enough, 
sold us enough to be sure we were always under their captivation, 

Senator Humpurey. All right. I want to ask you one or two more 
questions here. That letter was very interesting. (See Firestone 
letter, p. 123.) 

Did you stop advertising on TV listing yourself as Milwaukee’s 
largest Firestone dealer’s store ? 

Mr. Kuun. We have, absolutely. But we are still advertising the 
other product. 

Mr. Foury. Senator, Mr. Kuhn explained when you were on the 

hone they had actually stopped advertising this a year and a half 
fore this letter had gone out. — 

Senator Humrnrey. I think you ought to bring in some evidence 
in here to show that. 

Mr. Kcuun. That we had stopped advertising, sure we did. 

Senator Humpnrey. You must have a script at the TV station. 
I would like to know whether or not this letter is an ex post facto 
operation, or whether or not it relates to something for the future. 
Do you know what I mean ¢ 

Mr. Kuun. That is right. 

Senator Humpnrey. You are testifying here that you had already 
stopped advertising, that you were the biggest Firestone dealer, et 
cetera. 

Mr. Kuun. That is right. 

Senator Humpnrey. And this letter came in after 

Mr. Kuun. This letter came in after that, that is right. 

Senator Humenrey. What is the date of this letter, where is the 
date on it? 

Mr. Kuun. The letter is the 23d of February. 

Senator Humpurey. February 23 of what year? 

Mr. Kuun. This year. 

Senator Humpnrey. 1959? 


Mr. Kuun. 1959, 
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Senator Humpurey. Yes, sir, we have a photostat of it, or a Ther- 
mofax copy. So your testimony is to the effect that even though you 
had already stopped advertising this, that this letter was sent as a way 
to say one of the reasons they were taking off these discounts, and so 
on, is because of your erroneous advertising ? 

Mr. Kuun. I think he was a little peeved when he wrote that, I 
think he threw it in. [Laughter. ] 

Senator Humpnurery. Yes, I think you are right. 

All right. Again you said you received a rather substantial adver- 
tising allowance. Is this commonplace ? 

Mr. Kuun. I think so, to dealers that want to get ahead, I think so. 

Senator Humpnurey. Firestone opening up a new company store ? 

Mr. Kuun. No, I guess not. They have got four or five in Mil- 
waukee now. 

Senator Humpurey. They already have four or five in Milwaukee? 

Mr. Kuun. I belong to that big family; we used to advertise to- 
gether ; our names are all in conjunction with the stores for years. ‘This 
is quite a thing, when I took on Armstrong and disobeyed all their 
rules, they just shoved me off like a dirty shirt. 

Senator Humpurey. You were listed as one of the store’s kissing 
cousins. 

Mr. Kuun. It, we thought, was a nice thing to do; it raised our 
elevation for a considerable period of time—to do a half million 
dollars worth of business you have to do something outstanding. 

Senator Humpenrey. So you were listed as one of several outlets on 
a Firestone ad. I have seen those ads. You listed your address and 
firm. 

Mr. Kuun. Yes. 

Senator Humrurey. What do you think this committee ought todo? 

Mr. Kuun. I will tell you what they ought to do. 

Senator Humenrey. That is what I want to know. 

Mr. Kuun. I think this direct selling has got to be stopped. 

Senator Humpurey. How can we do that ! 

Mr. Kuun. I don’t know how we can do that. But I think these big 
companies are using all the advantages they can to get their own busi- 
ness so selfishly that they forgot about the dealer. Now, I can be Mr. 
Firestone, or Raymond Firestone talking to you today, and he will 
say, “We want all dealers to be Firestone. All dealers, we don’t want 
any store, we want an all-dealer operation.” 

hat may have changed in the last 2 months, I don’t know, but it 
was that way before that. I have heard it so often. 

Senator Humpurey. Well, that is the charge, that is the statement 
that is made, that the large companies say they do prefer the dealer 
operations, and they do say that any time that a dealer wants to buy 
one of their company stores they are willing to sell. 

Mr. Kunn. You should ask them how they are going to handle the 
Shell Oil Co., then. 

Senator Humpenrey. What do you mean by that? 

Mr. Kuun. Well, because the Shell Oil Co. must be handled by a 
Firestone store. This is the reason that the temperature was raised 
in that particular question, because I went there knowing I would get 
in trouble by selling this man a hundred tires, and I still needed the 
business and I did it anyway. That is the reason the district manager 
Is up on his heels. 











128 


DUAL DISTRIBUTION IN AUTOMOTIVE TIRE INDUSTRY 


Senator Humpurey. You are saying that, in other words, the Shell 
Oil Co. must sell Firestone tires? 

Mr. Kuun. The Shell Oil Co. wants Firestone to sell their station 
tires only through their own outlets so they would be reported for 
their commission, whatever they get I don’t know. And I have myself 
reported lots of sales to Texaco stations. I was told definitely to stay 
out of Shell stations, and it was quite harmful to me because being 
with the Shell Oil Co. for 23 years. 

Senator Humpurey. Yes, I get you. Thank you very much. 

Senator Humpurey. We have one other witness, Mr. Poulton. 

Mr. Poulton, your statement is very brief, isn’t it ? 

Mr. Poutron. Yes. 

Senator Humrnurey. Proceed in your own way. 


STATEMENT OF RICHARD POULTON, GENERAL MANAGER, COLUM- 
BUS RETREADING CO., COLUMBUS, OHIO 


Mr. Poutron. My name is Richard Poulton. I am representing 
Mr. K. M. Elder, who is the president, and I am the general manager 
of the Elder & Epler, Inc. 

Senator Humpurey. From where? 

Mr. Pouttron. Columbus, Ohio. 

The one item with which I have been confronted by the major 
rubber companies and obviously, one of the big reasons for the dissen- 
tion with the major companies is due to the fact that they will go 
direct. to the contractor, and offer him a fully equipped truck to han- 
dle earth-moving tires and manpower of unlimited hours per week 
at $500 per month. With this deal, they complete the package by 
selling the contractor tires at a guaranteed maximum buying price of 
a dealer, including 4.5 percent maximum bonus, which means that if 
we handle the account, we get service allowance of some dollars for 
each tire according to size, if it is a direct factory rebill, but if we bill 
them at this factor price, and carry the account, they will give us an 
additional 7.5 percent. 

This means that when they take over this billing, as they have in 
the past 214 years, we lose a profit of approximately $200 per tire on 
large earth-moving tires. 

I have made numerous requests to the factory to let me have trucks 
and a man for $500 per month, and they say that this is impossible, 
and that the deal is only for the contractors whereby they guarantee 
them the same discount if they only buy $10,000 worth of tires, but I 
have to buy $250,000 in volume to equal their price, and should I buy 
a lesser amount, my 4.5 percent maximum bonus goes down from 1 
percent to 4.5 percent according to total volume. 

I have photostatic copies of invoices from the Goodyear Tire & 
Rubber Co. which show our billing price from them and also a copy 
of our invoice to our customer with the billing at the factor price 
(which is a price equal to that of any contractor or tire dealer who 
purchases a minimum of $250,000. )** E. 

This factor price is given to the contractor upon his signature on a 
contract with the Goodyear Tire & Rubber Co. whereby he agrees to 


% Retained in committee files, since documents could not be legibly reproduced. 
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pay them $500 per month for a truck and experienced tire changer 
and maintenance man, whether he buys $1,000 or $25,000 worth of 
tires. Usually they will deliver a truck to an account on any specific 
job where there are, approximately, 1 million yards or more of earth 
or rock to be moved or more. With normal operation, this is a 6- or 7- 
month job for a contractor. Goodyear, at that time, expects to real- 
ize from $20,000 to $25,000 worth of new tire sales. 

However, I will say that Goodyear will channel all of the recapping 
through my corporation, the Columbus Retreading Co.; also, they 
will let me bill the account at the factory price paying me (on occasion) 
an extra 7.5 percent discount plus a delivery charge which figures, 
according to size, anywhere from $6 to $125. 

At the end of the year, I can pick up an additional 4.5 percent 
annual bonus on a quarter of a million dollar volume. In the mean- 
time, the contractor has gotten 4.5 percent on the face of his invoice. 

I believe that the cross-reference that I have on the photostatic 
copies of actual transactions is self-explanatory. I also have a tape 
of the factor prices plus the price that we were selling the contractors 
at the time this first went into effect, approximately 3 years ago. At 
that time, our profit on a new tire was around $375 to $400 on a 29.5 
by 29, 22-ply tire. Today our total net profit has been cut to less than 
one-half of that which, I feel, is wrong as long as we fellows spend 
hundreds of thousands of dollars to go into business and then the 
rubber companies start a direct selling campaign to our accounts which 
we were already handling at a higher figure. 

I have on, many occasions, asked my suppliers to furnish me with 
a truck and a man and I would be glad to pay them $500 a month, 
but they say that they are not available inasmuch as it is for con- 
tractors only. Their excuse is that they do this to help the small 
dealer who could not afford to go out and purchase equipment that 
would deliver these earth-mover tires. 

Senator Humrpurey. Well, thank you very much. 

We will make these exhibits, Mr. Foley, a part of the record by ref- 
erence, because some of them are a little difficult to reprint in the 
printed testimony. 

(The documents referred to were received for the record by ref- 
erence, and will be found in the files of the committee.) 

Senator Humrurey. This will conclude the hearings for today. We 
will continue at 10 o’clock in the morning, in the same room. 

(Whereupon, at 5:25 p.m., the subcommittee recessed, to reconvene 
at 10 a.m., Thursday, June 18, 1959.) 
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THURSDAY, JUNE 18, 1959 


U.S. SENATE, 
SUBCOMMITTEE ON RETAILING, DIsTRIBUTION, 
AND Farr TRADE PRACTICES, OF THE 
SELecTt CoMMITTEE ON SMALL BusINnEss, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a.m., in room 424, 
Old Senate Office Building, Senator Hubert H. Humphrey (chairman 
of the subcommittee) presiding. 

Present : Senators Humphrey, Moss, and Morse.? 

Also present: Joe Skubitz, administrative assistant to Senator 
Schoeppel, Miss Catherine Guyon, legislative assistant to Senator 
Hugh Scott, and Eugene P. Foley, counsel to the subcommittee. 

Senator Humpurey. We will call the hearing to order. 

We have as our witness this morning the Chairman of the Federal 
Trade Commission, Mr. Earl W. Kintner. 

Mr. Kintner, we welcome you and appreciate your cooperation in 
coming before the subcommittee to address yourself to the problems 
of the rubber tire dealers. 

I am sure that members of your Commission, or observers of your 
Commission, have been here to listen in on some of these proceedings. 
In fact, I have encouraged this to be done. It would be very helpful 
to us if an FTC person were here at the hearings. 

Why don’t you go right ahead with your st atement, Mr. Chairman. 


STATEMENT OF EARL W. KINTNER, CHAIRMAN, FEDERAL TRADE 
COMMISSION, ACCOMPANIED BY GEORGE ROUNTREE, LEGAL 
ADVISER, BUREAU OF INVESTIGATION ; EDWIN S. ROCKEFELLER, 
ASSISTANT TO CHAIRMAN; PGAD B. MOREHOUSE, ACTING GEN- 
ERAL COUNSEL; HARRY BABCOCK, EXECUTIVE DIRECTOR; AND 
ALVIN L. BERMAN, ASSISTANT GENERAL COUNSEL 


Mr. Krntner. Senator, it is a pleasure to be here and the Federal 
Trade Commission is watching this series of hearings with great in- 
terest as indeed it watches with great interest all ‘hearings of this 
committee. We have found your hearings to have been profitable in 
the past, and undoubtedly will find them profitable in the future. 

I am accompanied here this morning by several members of our 
staff team whom I would like to introduce to you. First, Mr. Harry 


1 Senator Morse presided during part of the afternoon session. 
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Babcock, our Executive Director, who is sitting behind me. Next 
to him, Mr. George Rountree, Chief Project Attorney in the Bureau 
of Investigation, who is briefed on this industry, and then Mr. Edwin 
S. Rockefeller, my assistant, and then sitting on my left, Mr. Alvin 
Berman, Assistant General Counsel for Legislation and Mr. PGad B. 
Morehouse, Acting General Counsel and Assistant General Counsel 
for Compliance, who is of course also briefed in what the Commission 
has done with respect to this industry. 

I have a brief statement here which, with your permission, I would 
like to read, Mr. Chairman. It represents not only my views, but 
the views of my four colleagues on the Federal Trade Commission. 

Senator Humpurey. May I just note for the record that the repre- 
sentatives of Senator Schoeppel and Senator Scott are here, both of 
my esteemed colleagues are today engaged in marking up legislation 
in ether committees, and when that happens, it taken precedence over 
all hearings, so I thought we would just make note of that. 

Proceed, sir. I do thank you for bringing your staff members here 
and wish to pay my personal tribute to the quality of the staff of the 
FTC and the manner in which they do their work. 

Mr. Kinrner. They are available to this committee for information 
here today and in the future. 

I appear today at the request of your chairman to discuss the prob- 
lems of dual distribution in the rubber tire industry. The problems 
are those of independent dealers who compete at their level of distribu- 
tion with the manufacturers who are their sources of supply. This 
results in direct sales by manufacturers to accounts that the inde- 
pendent dealers themselves would like to sell. 

The competition in question, to the extent that it is in interstate 
commerce, is subject to the general provisions of the Federal Trade 
Commission and Clayton Acts so that dual distributors in the rubber 
tire industry, as well as independents, must compete in a manner con- 
sistent with the requirements of.those acts, 

Section 5 of the Federal Trade Commission Act prohibits unfair 
methods of competition and unfair or deceptive acts or practices in 
commerce. The Clayton Act, among other things, prohibits price and 
other discriminations in the course of making sales in commerce. The 
Commission has had occasion to apply and enforce those acts in the 
rubber tire field. 

The first case in this area terminated with a 1919 Commission order 
to cease and desist representing as new old tires which had been re- 
paired and coated with a thin layer of rubber or composition. This 
case has been followed by over 20 additional cease-and-desist orders 
against members of the various segments of the tire industry and, in 
addition, the Commission has accepted almost as many stipulations to 
cease and desist. The cases have run the gamut from false and de- 
ceptive claims with respect to tires, including fictitious pricing, to dis- 
criminations in the sale of such products. 

In 1939, following enactment of the Robinson-Patman amendment 
to the Clayton Act, the Commission issued an order against the United 
States Rubber Co. The case involved both sections 2(a) and 2(b) of 
the amended Clayton Act. Under section 2(a), the Commission pro- 
hibited the respondent from discriminating in price in connection with 
the sale of private brand tires to large users, including chain store 
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purchasers, and United States Rubber Co. brand tires to large oil com- 
panies and other large purchasers. 

Pertinent to the present hearing, it is noted that the order also pro- 
scribed the United States Rubber Co., which at the time was selling 
through company-owned retail stores, from selling through those stores 
to particular users including “commercial accounts” at prices lower 
than those charged other purchasers. Under section 2(d) of the Clay- 
ton Act, the Commission prohibited the practice of granting commis- 
sions on sales to large oil companies for promotional services rendered 
by those companies in connection with resales to gasoline service sta- 
tions owned or leased by the oil companies. 

teports as to compliance which were received following issuance 
of the order were to the effect that as a result thereof the respondent 
had discontinued selling through company-owned retail stores and 
that the price differential between large customers and smaller cus- 
tomers had been narrowed considerably to the point where the dif- 
ferentials were cost-justified. This was confirmed by a study made 
by a Commission representative of new cost procedures and alloca- 
tions. ‘The report also stated that the practice of allowing promo- 
tional services to large oil companies had been terminated. 

In 1954, the Commission required and secured a supplemental re- 
port of compliance. At the present time the Commission is conduct- 
ing an investigation of the respondent’s compliance with the order. 
Among other matters, the Commission is looking into reports that 
the United States Rubber Co. has reestablished its own retail stores 
and the investigation will include the development of any practices 
of the respondent at that level of distribution which may be in viola- 
tion of the order. 

In 1951, the Commission issued an order against the Standard Oil 
Cos. of Ohio, Kentucky, California, Indiana, and New Jersey and their 
wholly-owned subsidiary, Atlas Supply Co., prohibiting them from 
receiving the benefits of discriminations in price or brokerage pay- 
ments in connection with their purchases of tires, tubes, batteries and 
other automobile parts or accessories. 

On May 12, 1959, the Commission issued an order to cease and desist 
against the Firestone Tire & Rubber Co. The case involved that com- 
pany’s practice of designating certain of its independent, direct fran- 
chise dealers as warehouse dealers and allowing them various direct 
and indirect price differentials in return for the purported service of 
warehousing and redistributing Firestone products to other direct 
franchise dealers. As a practical matter, however, many of the so- 
called warehouse dealers were selling in competition with other direct 
dealers, both at the wholesale and the retail levels, so that the price 
discriminations injured competition at those levels. The Commis- 
sion’s order prohibits such discrimination between competing cus- 
tomers. 

Currently pending before the Commission are complaints (docket 
Nos, 6485, 6486 and 6487) against three rubber tire manufacturers 
which allege as unfair, and in violation of section 5 of the Federal 
Trade Commission Act, the practice of paying certain petroleum pro- 
ducers and distributors a commission for their use of influence and aid 
in promoting the sale of the products of the rubber tire manufac- 
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turers to service stations and distributors selling the oil companies’ 
petroleum products. 

Also pending is a case (docket No. 7142) which involves a pur- 
chaser of tires and tubes at the wholesale level who is alleged to have 
induced price discriminations in violation of section 2(f) of the Clay- 
ton Act. 

One of the most recent actions of the Commission in the field was 
that of issuance of complaint (docket No. 7505) on June 12, 1959, 
against 15 tire and tube manufacturers, who account for substantially 
all of the domestic industry’s sales, and two trade associations, alleg- 
ing a conspiracy to fix prices on tires and tubes. Included among 
the allegations of the complaint is the charge that certain major tire 
companies have conspired and made effective uniform policies and 
practices with respect to special sales promotions including identical 
and substantially similar prices at which tires and tubes are sold at 
retail through company-owned stores and other outlets. It is also 
charged that these major companies have adopted and operated under 
a system for enforcing adherence to identical or substantially iden- 
tical prices on sales of tires and tubes by the respondents and their 
respective company-owned stores and independent dealers to State, 
county, and other local governmental agencies and_ departments. 

In addition to the individual proceedings which I have illustrated, 
the Commission has endeavored to employ cooperative techniques. In 
1936, after conferences with members of the industry and public 
hearings, trade practice rules were promulgated for the rubber tire 
industry which contained explanations of discriminatory and unfair 
or deceptive acts or practices which would be deemed to constitute 
violations of the Clayton and Federal Trade Commission Acts, respec- 
tively. Subsequently, in May of 1958, the Commission issued Tire 
Advertising Guides which were administrative interpretations by the 
Commission of the requirements of the laws that it enforces. The 
purpose of the adoption of the guides was to assist all affected parties 
to be in prompt, simultaneous and voluntary compliance with those 
requirements. 

The Commission is not unmindful of the situation of the small 
businessman and the difficulties that confront him in his effort to 
maintain his position in the competitive field. The activities of the 
Commission, as related, particularly with respect to stopping dis- 
criminations favoring large accounts, have been directed to the end 
of assisting small independent tire dealers in their competitive efforts. 

The provisions of the Clayton and Federal Trade Commission Acts 
and the efforts of the Federal Trade Commission in implementation 
of those acts are directed toward the elimination of discriminatory 
and unfair and deceptive acts and practices in the sale of commodities, 
whether engaged in by independent dealers or by manufacturers who 
may be dual distributors. They are not, however, directed toward 
the elimination of competition by manufacturers at any level of dis- 
tribution at which the manufacturers desire to compete. 

The philosophy underlying the Federal Trade Commission and 
Clayton Acts is that our competitive economy can be preserved and 
monopolistic conditions adequately dealt with under a policy of 
attacking unfair methods of competition, without treating competi- 
tion as unfair per se. 
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As the court stated in Chicago Sugar Company v. American Sugar 
Refining Company (176 F. 2d 1 (1949) ): 

There is nothing in the [Robinson-Patman] act that prevents a seller of a 
commodity from eliminating middlemen from its distributive system and selling 
its commodity directly to consumers if it wishes to do so; and if it chooses it 
may distribute a part of its commodity direct and a part through wholesale 
distribution. 

Tire manufacturers have for many years dealt directly with con- 
cerns operating large numbers of motor vehicles and with other com- 
mercial accounts. Many manufacturers choose different ways of 
getting their goods into the hands of consumers. Some sell directly 
to consumers; others sell both exclusively to distributors, including 
perhaps both wholesalers and retailers; and there are still other varia- 
from competing methods of distribution."*. 

There is no legal requirement that a manufacturer must use an 
intermediary in the process of distributing to consumers goods that 
he produces or that if the manufacturer disposes of a part of his goods 
at wholesale he may not sell similar goods to the ultimate consumer 
in competition with his distributors or dealers, even though the manu- 
facturer sells at lower prices than those at which the independent 
distributor or dealer may profitably sell. 

The old and traditional cleavage of functional levels was as between 
manufacturing or producing, wholesaling and retailing. While that 
was the system of distribution that was developed, there is nothing 
legally mandatory that it be followed on all sales. Our free enter- 
prise system contemplates that a person may sell to whom he chooses 
and through such channels of distribution as he may deem functionally 
desirable in his efforts to market his product. 

To the extent that the competition of dual distributors is not monop- 
olistic or in restraint of trade, unfair or discriminatory, such competi- 
tion is not violative of our present laws, and the Commission does not 
advocate any change in the laws with respect to the tire industry 
which would deprive the consumer of such benefits as may be derived 
from competing methods of distribution,” 

It should be observed that there are lines of commerce other than 
the tire industry in which changing methods of distribution, includ- 
ing that of dual distribution, have imposed difficulties upon small 
dealers similar to those which affect small tire dealers. Any legislative 
enactment which might dictate a particular system of distribution, 
either directly or through price fixing, would be a signal for other 
groups to press for class legislation of a similar nature and would 
thus initiate a piecemeal abandonment of our national policy of 
competition. 

It is that national policy of competition which must be kept upper- 
most in mind in any consideration of the problems of dual distribution. 

Mr. Chairman, that concludes my formal statement. 

Senator Humpnurey. Yes, sir. 

Mr. Kintner, I should like to start with the latter part of your 
statement, and then work back to the first part of it, because it is the 
latter part which I think has been the subject of considerable discus- 
sion on the part of witnesses before this subcommittee. 

Mr. Kintner. Very well, sir. 

Senator Humpurey. On page 8, in the case of Chicago Sugar Com- 
pany v. American Sugar Refining, the court laid down the interpreta- 





1 See exhibit 17. np. 350, letter to Mr. Kintner dated June 19, 1959, from Ernest B. 
Martin, president NTDRA. 
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tion of the Robinson-Patman Act to the effect that a seller of a com- 
modity may choose to distribute that commodity as he sees fit, as long 
as he does not engage in what is known as unfair competition. 

I suppose that would be a proper interpretation. 

Mr. Kintner. Yes, sir. 

Senator Humrnrey. Is this still the binding rule to which the court 
adheres, and the Trade Commission ? 

Mr. Krnrwner. I believe that that case is good law. There is a more 
recent case that has been called to my attention, Secatore v. Ohio 
Standard Oil, District Court of Massachusetts, decision handed down 
on March 17, 1959, and that is in CCH paragraph 69315. 

This holds the producer can sell directly to ultimate consumers at 
the same price, or at lower than, to the retail gas operator. 

Senator Humpnrey. This is very much the same doctrine as you 
have enunciated here later on, on pages 9 and 10 of your statement.?> 

Mr. Krntrner. Very much the same, sir. 

Senator Humpnrey. So you testify to the effect that present law 
places no requirement that a manufacturer must use an intermediary 
in the process of distributing to consumers the goods of his manu- 
facture. 

Mr. Krntner. That is correct, sir. 

Senator Humpnrey. That is one. 

No. 2, that even though the manufacturer sells at lower prices than 
those at which the independent distributor or dealer may profitably 
sell, that this is not unfair in terms of the law, but is to be regarded 
as acceptable and legal. 

Mr. Krntwner. I would not enunciate that as a general statement of 
the law, because unless it were qualified with the statement that there 
is no unfair practice involved, or discriminatory practice. 

These cases in our field of antitrust and trade regulations have to 
rest necessarily upon their own bottom, and a slight variation of facts 
in one case will make all the difference in the world whether or not 
there is a violation of section 5 or of the Clayton Act. 

So that the factual situation is in most instances all-important and 
overriding. 

It would be difficult for me to testify that such a general rule would 
generally prevail. 

Senator Humpnrey. Let me call to your attention a paragraph on 
page 9," this bothers me, and that is why I want to discuss it with you 
a little bit. 

After the word “distribution” on line 3, the sentence reads: 


There is no legal requirement that a manufacturer must use an intermediary 
in the process of distributing to consumers goods that he produces * * *, 


That is the first statement—— 
Mr. Kintner. That is correct. 
Senator Humpnrey (continuing). Of fact as you see it. Correct? 
Mr. Kintner. That is right, sir. 
Senator Humpnrey. Or, continuing now your statement: 
* * * or that if the manufacturer disposes of a part of his goods at wholesale 


he may not sell similar goods to the ultimate consumer in competition with his 
distributors or dealers * * *. 


8 See p. 135. 
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You are saying there that you could have direct sales from manu- 
facturer to ultimate consumer and bypass wholesaler and retailer. 
You can have direct sales to company stores. 

Now, the next phrase is the one that bothers me: 

* * * even though the manufacturer sells at lower prices than those at which 
the independent distributor or dealer may profitably sell. 

That phrase refers back to the right of the manufacturer to sell to 
a consumer, bypassing the intermediary even though the manufacturer 
sells at lower prices than those at which the independent distributor 
or dealer may profitably sell. 

My question is this: 

Does the law permit the manufacturer to sell to the consumer, the 
ultimate consumer, at prices lower than he sells to the wholesaler ? 

Mr. Kinrner. Those were the exact facts in the Esso Standard case 
that I have just mentioned. 

Senator Humpurey. You see the words “may profitably sell” does 
not necessarily mean absolute costs. 

What I am getting at is simply this: 

Let’s say that tire company X sells to a consumer A a tire at $12, 
and tire company X sells to distributor B the same tire at $14: 

Now, it is perfectly obvious that tire company “B” cannot compete 
with the $12 price out to the ultimate end of the line consumer. 

Is that legal? 

Mr. Kinrner. If the distributors are in competition and there is 
a discrimination in price, and it cannot be cost justified or cannot be 
justified under some of the other defenses of the Robinson-Patman 
Act, it would be illegal. 

I believe that the statement that the Senator read and invited my 
attention to on page 9 of my statement, which he has just read, rep- 
resents a state of the law today. But I am also mindful of the fact 
that a slight variation of the facts in any given situation might well 
result in a finding of price discrimination or unfair methods of com- 

etition, and that each of these situations must be subject to review 
oy the enforcement authorities, so that the Commission may determine 
whether or not a given situation which may vary from the general 
rule that I have enunciated, which we apprehend to be the state of the 
law today, whether that situation may depart from the state of the 
law as we see it, and be illegal. 

Sentor Humpurey. Well, you may have a situation, let’s say such 
as in Milwaukee, we have had a couple of witnesses here from Mil- 
waukee in which tire company X sells tires to distributor B. Tire 
company X sells tires to distributor C. Tire company X sells tires 
to its company store. 

Now, in the instance of tire company X selling its tires, its brand 
name tires to distributor B, he may give an advertising allowance; 
he may give some special volume discount; but when it comes to com- 
pany B—I mean to distributor C, he gives no advertising allow- 
ance, he gives no volume discount; and when it comes to outlet C, 
which is a company store, the price of the tire itself is priced lower 
per unit than either B or C can get. 

Is that an unfair situation and within the law? 
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Mr. Kintner. Under the state of the law as we see it, and partic- 
ularly the case just cited, the manufacturer’s dealing with his com- 
pany-owned store would not be illegal, but there are—— 

Senator Humpurey. They don’t sell to the company store as such, 
It is just sort of an appendage to the plant’s outlet. 

Mr. Krntyer. That is right. He is dealing with himself, really; 
the manufacturer is really dealing with himself. 

Senator Humpnrey. That is rather a restricted view of it. 

Mr. Kinrner. Well, it is—perhaps you are right. But there were 
certain other elements of illegality there in the other transactions 
that the Senator mentioned which would impel us to investigate 
under those facts, and we wouldn’t hesitate. 

Senator Humpnurey. How do you investigate all these thin 
From the testimony I heard here yesterday, I must say that thi 
makes almost boiled spaghetti look like a straight line, 

How many agents do you have to go into these things? If I were 
a tire dealer and went through some of this, I would want a lot of 
investigators. 

Mr. Kinrner. Senator, the Federal Trade Commission is one of 
the few agencies in Government that has not grown appreciably 
since 1915 in staff. It is very much in the position of the little 
Dutch boy sticking his finger in the dike as the breaks appear. We 
try to do just that. We try to have our staff cover the important 
situations, and then as we can, we strengthen the dikes in general 
areas, 

Senator Humpurey. Let me ask you another question about your 
staff. What has been the increment or the increase in your legal 
staff ? 

Mr. Kintner. We have 

Senator Humpnrey. Your prosecuting staff. 

Mr. Kintrner. We have had fortunately some increase in the staff. 

Senator Humpnrey. I am talking now since, let’s say, 1926. 

Mr. Kryrner. Practically none, but I would like Mr. Babcock, our 
executive director, to reply responsively to that question, Senator. 

Senator Humpnurey. Yes. 

Mr. Bascocx. There are accurate figures, Senator, on that. You 
said 1926. : 

Senator Humpurey. Or let’s take the last 20 years, any period of 
time. The country has been growing rapidly in the last 10 years, 
the last 20 years, the last 40 years. There are thousands and thou- 
sands of new establishments of business; there are hundreds of new 
manufacturers, or thousands of them. The volume of business 1s 
five times greater today than it was 20 years ago. 

What is the situation ? 

Mr. Bascock. Well, I have an aggregate of 736 people on the 
payroll as of today. ; 

Senator Humpurey. How many did you have in 1939? 

Mr. Bascock. I had approximately the same number. 

Senator Humpnrey. Approximately the same number? 

Mr. Bascock. Yes. I wasn’t there. 

Senator Humpurey. But approximately the same number? 

Mr. Bascock. Yes. : 

Senator Humrnrey. Do you know how many they had in about 


1936 ? 
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Mr. Bascock. In 1926 there were 350. 

Senator Humpurey. 350? 

Mr. Bazscock. Yes. 

Senator Humpnrey. Yes. 

Mr. Baxscock. In 1936, there has been some increase. 

Senator Humpurey. But since 1940 you have about the same 
number ? 

Mr. Bascock. We have the same number, related, of course, to the 
higher salaries. 

enator Humpurey. I know, but what isn’t? The only thing that 
hasn’t gone up is eggs to the farmer. 

Mr. Bascock. There is a differential. 

Senator Humrurey. They have gone down. I thought I would 
get that in for my ruralconstituents. [Laughter ] 

Mr. Kintner. Supplementing what Mr. Babcock has said, Mr. 
Chairman, I think that in recent years we have been able to get more 
work done by the same number of people by streamlining our proce- 
dures, and we have also encouraged voluntary adherence to the laws. I 
believe that a large measure of responsibility rests upon American 
business to comply with the trade regulation laws. 

Senator Humenrey. I do, too. 

Mr. Kintner. They have the trained counsel, the experts who know, 
as well as we in the enforcement agencies, what constitutes compliance 
with the law, and they must share with us a measure of responsibility 
for compliance with the law. Over the past few years I and others 
at the Federal Trade Commission have preached that doctrine, have 
sought the cooperation of the business community in compliance with 
the laws and I think we have had signal success, but there is a great 
room for improvement. I would like to see, for example, the Dusi- 
ness community make a greater effort to comply with the Robinson- 
Patman Act. 

I think that sometimes we in the agency and they in the business 
community tend to deal with some of these statutes as legal exercises, 
and to argue about the fine points, how many angels can rest on the 
head of a pin. 

We ought to be about the business of determining what we can do, 
what constitutes compliance, and then encourage all of the business 
community similarly situated to comply as nearly as possible at the 
same time and leave to the enforcement agency the task of going out 
and taking action against that recalcitrant minority which will always 
find some way of evading the law and which always must be brought 
to book. 

So I would like to see a greater cooperative effort on the part of 
business and government in securing adherence to the antitrust and 
trade regulation laws. 

Senator Humpurey. I would like to see it, too, Mr. Kintner, but I 
want to tell you something from my point of view. I have been a 
law enforcement officer for once in my life, and mayor of a rather 
large city, and I believe in all kinds of law enforcement, and I am a 
strong man for compliance, but I will tell you one of the best ways 
to get it is to have a good police department, and you would be sur- 
prised how much compliance you can get—— 

Mr. Kintner. Yes, sir. 
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Senator Humpnrey. Without using it. 

Mr. Kintner. Yes, sir, that is what we try to do at the Trade Com- 
mission. We believe that with all of this encouragement of voluntary 
enforcement we need to carry a big stick, and to use it whenever our 
authority is challenged, and we have done that, for example, in our 
subpena power. 

Until two or three years ago there were many questions concerning 
our rights to subpena documents, and we instituted at the Commission 
a deliberate policy of fighting every challenge to our subpena power, 
and we have, if I may knock on wood, been uniformly sustained by 
the courts in our right of subpena, our right of access to business 
documents, and this has had a salutary effect on our work at the Com- 
mission, and a salutary effect upon the attitude of business toward 
our work. 

We have also, as the Senator probably knows, instituted a more 
vigorous compliance program with our cease-and-desist orders, and 
our penalty cases now run on the order of two to three times what they 
were formerly. 

I certainly agree with you, sir, that vigorous enforcement by any 
law enforcement agency is an absolute necessity. I was a county prose- 
cutor myself, sir, and I share your experience and your views in this 
regard. 

Senator Humpurey. I would like to, I just want to add to our 
friends of the business community here, the independent businessmen, 
sometimes a little more alertness to the needs of the Federal Trade 
Commission and the requirements of adequate personnel to do the job 
would be mighty helpful. 

I can recall I used to have some of the good citizens call on me, you 
know, about something in some part of the city. They would want 
things done and would want law enforcement officers, I would say 
that is fine, but you would have to provide enough money for the 
police department. You can’t do that by just faith, hope and charity. 
This has to come out of some good hard activity. 

What I worry about is, and I have been concerned about it for a 
long time, that with the tremendous growth of the economy, and with 
the accelerated pace of mergers, which is a living fact, of maybe 
greater importance than inflation, my business friends, if you really 
want to stay in business, we have had far too little development in 
terms of either the Antitrust Division or the Federal Trade Com- 
mission. 

This is my personal view, and I have been interested in it a long 
time. But you have got yourself chasing hobgoblins all over the lot 
here on some universal Halloween looking for inflation, when in fact 
it is the merger problem and discriminatory pricing and unfair trade 
practices that are gobbling up, and that is what we are finding 
out in these hearings. 

There is not an independent group in the nation that cannot come 
into these hearings on their problems and find exactly the same prob- 
lem, and I guess what some of them are coming to the realization of is 
that when you are sitting with a small bank account, with a small 
shop, with limited credit, and as my daddy used to say to me, we are 
just a family, son, the other ones are institutions. After we are buried 
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and dead and they have got a little stone up there saying here lies so- 
and-so, why, they will still be going on. 

They have got a kind of immortality, some of these corporations, 
but the family name depends entirely on how many sons you have. 

So you have to face the realities of this situation, “and the realities 
are that it is mighty tough to have an ordinary business firm fight 
a giant. 

I would like to ask you, am I to understand that a manufacturer 
can price his goods to his own outlet in this situation, manufacturer X 
can price goods to outlet Z, which is a company outlet , at which he 
wishes to price them at, that is his privilege, and then he can price his 
goods to distributor A at another price, is that legal ? 

Mr. Kinrner. Competing distributor ? 

Senator Humrurey. Whether it is competing or not, because the 
company store is not in competition. The company store is only an 
appendage. It is sort of a deformity of the parent corporation. 

Mr. Kinrner. Here again, Senator, you are posing the question of 
the lower price to the company-owned store. 

Senator Humpnrey. That is right. 

Mr. Kintner. Absent other factors which would constitute a vio- 
lation of the law, I believe that this would be legal. 

Senator Humenrey. How can you win? The chips are all against 
you. This is like a fellow having marked cards. 

Mr. Kintner. You, I think, ‘must also examine into the circum- 
stances under which this pricing device is used. 

Senator Humpurey. Well, let’s take a nice, good, clean, wholesome, 
Ivory soap circumstance in which here is company X manufacturing 
4-ply tires, nylon walls, and this is the kind that I put on my Pontiac, 
and right now I go to the company store. Here is the company 
store out here, who has a manager, and he is in Minneapolis, Minn., 
my hometown. 

Right over here is a distributor. These are the only two outlets 
for this produce in town. This is a large manufacturing concern. 
These are the only two outlets in this community for this particular 
brand-name commodity. 

There are no kickbacks, no discounts, no advertising allowances, 
or anything, except that the distributor pays $14 for the tire, and the 
company is able to sell the tire for $14, the $14 tire, the company 
store. 

Is that considered legal ? 

Mr. Kintner. On those bare facts, I believe it would be legal. As 
a matter of fact, the manufacturer could even cease selling to the local 
retailer if he wanted to. 

Senator Humpnrey. Oh, yes. I don’t think you can compel any- 
body to sell anything. Bue ‘ 

Mr. Kinrner. But I imagine that other competition would come in. 

Senator Humrnery. So the situation is that with a company store 
as an appendage of the manufacturer on a good, clean, across-the-board 
operation where there are no discounts, no advertising allowances, no 
special gimmicks, that the company 

Mr. Kinrner. Absent facts which otherwise might make it a re- 
straint of trade, or involve discriminatory pricing, “and so forth. 
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In that connection, and this may be helpful, Senator, in the Secatore 
v. E'sso Standard case which I recently mentioned, there is this para- 
graph: 

However, even this potential competition could not actually be effected by the 
alleged price differential. Clearly there would be no discrimination if defendant 
sold to these ultimate consumers at the same price at which it sells to plaintiff, 
But even then plaintiff could not compete with defendant for their business for it 
would, as a matter of practical economics, have to charge them more than it 
paid defendant for the gasoline in order to cover its expenses of operation, to 
say nothing of making a profit on the transaction. If plaintiff cannot success- 
fully compete with defendant for these customers when there is no price dif- 
ferential, it is not harmed by any further reduction which defendant may make 
in the price it charges to them. Defendant is under no obligation to sell to 
plaintiff at a lower price than it charges to consumers who buy directly from it 
in order to enable plaintiff to compete with it for the business of those cus- 
tomers. But unless it does this, plaintiff will never be able to compete success- 
fully with defendant, at least with respect to price. 

Senator Humpurey. What you are saying there is that legally you 
can eliminate competition, but it really wouldn’t be nice to do it. 

Mr. Kintner. Well, there are many ways of eliminating competi- 
tion which are wholly legal. 

Senator Humpurey. I am not arguing the point. 

Mr. Kintner. As the Senator as a small businessman knows. 

Senator Humpurey. What I am getting at is, that court decision 
said that it is not illegal for the company to sell to its distributor at 
the same price that the company sells to the direct customer, or vice 
versa. 

Mr. Kintner. Yes, sir. 

Senator Humpurey. Then it goes on to say, of course if you do 
that, it means the distributor cannot make any money because he has 
to pay his overhead, he needs a little profit, and occasionally somebody 
wants some taxes and a few other things. 

Mr. Kintner. The decision went further. It said at the same price 
or lower, and that does describe the pure facts that the Senator gave 
me in his example. 

Senator Humpurey. What happens, then, is that this direct selling 
becomes—it is a ruse, so to speak, it is an avoidance of being guilty of 
price discrimination, because if you have a company store, for ex- 
ample, which is not supposedly a competitor since it is not being 

riced goods, because goods are not necessarily invoiced out to it 
like you would to a distributor, you avoid getting caught up into 
the legal definition of what you call competitive units. 

Mr. Kintner. Sir, I would say that one of the solutions would be 
for the dealers, if they do not like the distributive policies of the 
particular company, and assume that the company involved is the 
one involved in your example, that they go to another manufacturer 
who has distributive policies that they prefer. 

Senator Humpnurey. The problem is 

Mr. Kintner. I think that is competition. 

Senator Humpnurey. But you have got a complaint out here al- 
ready on the 12th day of June saying it is pretty hard to find any- 
body like that. You say here one of the most recent actions of the 
Commission in the field was that of the issuance of a complaint, Docu- 
ment No. 7505, on June 12, 1959, against 15 tire and tube manufac- 
turers who account for substantially all the domestic industry sales, 
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and 2 trade associations, alleging a conspiracy to fix prices on tires 
and tubes. 

Included among the allegations of the complaint is the charge 
that “certain major tire companies have conspired and made effective 
uniform policies and practices with respect to special sales promo- 
tions, including identical and substantially similar prices at which 
tires and tubes are sold at retail through company-owned stores and 
other outlets.” 


Well, it is pretty hard to find somebody that is living the life of 
pristine innocence here. 


Mr. Krntner. Only 4 of the 15 in this instance are selling through 
company-owned stores. 

Senator Humpurey. How many big ones are there? 

Mr. Kintner. They are the four largest. 

Senator Humrnrey. That is the four largest, is it not ? 

Mr. Kinrner. And, if I may say so, the fact that we issued the 
complaint perhaps indicates the necessity for some action with respect 
to this industry, and we have at least preliminarily taken that action. 

I would not comment upon the merits of the matter, because it is 
now, in the trial process, insulated from me as a member of the 
Commission. But, the Commission intends to continue its scrutiny 
of this industry as it has at least during the 6 years I have served as 
General Counsel. 


We have had the rubber tire industry under almost month-to- 
month scrutiny. 

Senator Humpurey. Why should that be? Why should an industry 
require that much of the taxpayers’ funds to supervise it ? 

Mr. Kintner. Well, sir 


Senator Humrnurey. Does the baby talcum powder industry cause 
you that much trouble? 

Mr. Kinrner. The rubber tire industry is not unique in that respect. 
There are other industries which require almost constant scrutiny. 
They are usually the critical industries in our economy, and sometimes 
they are the industries where there is intense competition, and the fact 
there is intense competition causes unfair practices to develop and we 
must constantly review those industries. 

But I am hopeful in the action taken by the Commission in recent 
months that there will result a healthier competitive climate in the rub- 
ber tire industry, which may solve some of the problems the Senator 
has in mind, and which to the small tire dealers of the country are 
serious problems. 

We are not unmindful of this, as the Senator knows. We have 
worked closely with the Senator and this very fine committee on the 
problems of small business, and will continue to do so. 

I could only add that the reason and policy behind all this law the 
Senator and I have been discussing is to permit consumers to buy 
through the most economic channel of distrsbution., 

_ Ifmanufacturer can get his goods to the public more cheaply by sell- 
ing directly, that is competition, as we see it, and benefits the public. 
The policy behind the law is not to keep an uneconomic channel of dis- 
tribution in existence. And, at the same time—— , 

_ Senator Humrurey. Waita minute. May I just at the present time 
interrupt you. There is a philosophical argument here which is quite 
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basic. If the whole scheme of the American system is to see how you 
can get some goods from the manufacturer to the consumer at the 
cheapest price, then you are going to eliminate practically all the main 
streets and all the business outlets of this country, because you can 
just put up—they have got a good system in Russia like that. I mean 
they manufacture stuff and they have one big department store in 
Moscow, Gum’s; and, you like it or not, that is the big deal, and that is 
where you go. Now, I am against that, unqualifiedly. 

When you are talking about the consumer, you are not talking about 
a special breed. Everybody is a consumer. So is the manufacturer, 
So is the intermediary. So is the wholesaler. Our family are con- 
sumers, and we are not manufacturers or wholesalers. 

I think there is a tendency in American economic law—it is maybe 
not your fault, but I want to get it off my chest—there is a present 
tendency, which is aided and abetted by some powerful influences in 
this country, all you have to do is get a big processor and get the stuff 
out to the consumer as cheaply as you can. 

The trouble is, it is never cheap. What happens, somewhere along 
the line all the savings are gobbled up, and they are generally gobbled 
back up at the starting point. 

What happened with the towns you built up with their schools and 
their churches and their playgrounds? What happens to the social 
structure of the country? ‘This is one of the reasons I happen to 
believe in a trade union, because I think a man is entitled to his hire. 
I think he is entitled to a good wage. And I have said to my trade 
union friends who always want everything at the consumer’s level at 
the cheapest price they can get it, that is real “scabbing,” because 
if you want everything at the cheapest price you can get it, then you 
do not have any plumbers’ unions and you do not have any carpenters’ 
unions and you do not have any minimum wage laws. This will get 
the price down. 

Of course, I do not know what will happen to the country, but it 
will get the price down. 

The problem we get into here is, if a tire company can sell directly 
on the alleged claim that this is the way you reduce the price to the 
consumer, pretty soon you are going to have everybody working for 
the tire company, because what are the other people going to do if 
every big company does this? 

I think you can get Heinz ketchup cheaper if you can deliver it 
right from the Heinz Manufacturing Co. out to the hamburger stand 
or out to the barbeque pit. It would maybe save some money. But 
what about the grocers? What happens to them? What happens 
to them after a while? 

You cannot put everybody in the Army. What is going to happen? 

Mr. Krintner. I would say, Senator, that the principle I have 
mentioned is a good general principle, but I agree with you that the 
enforcement agencies have a terribly critical function of protecting 
the small businessmen who are the backbone of the American economy. 

I come from a small town myself in the Middle West, and I realize 
the necessity of preserving the distributive system, insofar as it can 
be preserved under the framework of our present laws, of preserving 
that as a part of our economy, because it is necessary to the continued 
life of the business community in that part of the country as well as 
in other parts of the country. 
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Indeed, the Robinson-Patman Act was passed as the answer to some 
of the practices of the chainstores, and the need for it is just as vital 
today as it was in 1939. What we need to secure is more adherence 
and more understanding—adherence to the act and more understand- 
ing of its pr ovisions. 

And here in the tire industry, I believe if we are able to insure a 
climate in which the manufacturers are honestly competing among 
themselves, we will go a long way toward eradicating some of these 
problems which your committee is now investigating. 

Senator Humrenrey. I happen to believe one of the sure ways to 
keep a manufacturer competing is to have a large number of outlets 
which are scrambling for the business. That is sthe sure w ay to get 
the big boys to compete, and one of the real problems today is that the 
number of outlets is being choked on the basis of certain pricing and 
trade practices. 

I have a strong feeling—I suppose it may be termed a prejudice— 
about this. 

Mr. Kintwer. I share your views in that regard, Senator, and the 
Federal Trade Commission will be ever vigilant to make sure that 
these numerous outlets in this industry and other industries get a fair 
“shake,” and that the law is not violated in that regard. 

And we welcome any information which this committee can give us 
which would indicate the violation of the law. We certainly will do 
everything we can within our power to enforce the law under the 
prevailing policies laid down by the Congress and the courts. 

Senator Humpnrey. How much of a ‘budget did you ask for en- 
forcement officers? I mean, what did you ask for, not what did the 
Bureau of the Budget give you. What did you ask for? 

Mr. Kintner. I would ask Mr. Babcock to respond. 

Mr. Bascock. I asked for $7,185,000, which was an increase 

Senator Humrurey. To police the total retail and distr ibutive 
manufacturing industries ? 

Mr. Bascock (continuing). Which was an increase of roughly 
$650,000. 

Senator Humrurey. Most of that was for salary increases, was it 
not ? 

Mr. Bascock. No, sir. It was for new men. 

Senator Humpnrey. New men. You had some increment of salary. 
You obviously had. 

Mr. Bascock. We have to face up to that. 

Senator Humrenurey. Well, that costs some money. How much of 
that $650,000 was automatic salary increases ? 

Mr. Bascock. About $50,000, maybe $60,000. 

Senator Humenrey. Is that all? 

Mr. Bascock. Yes. 

Senator Humpurey. So you asked for, let us say, $600,000 for new 
men ? 

Mr. Bascock. I did. 

Senator Humpurey. How much did you get? 

Mr. Bascock. The budget allotted me $460,000, sir, increase. 

Senator Humpurey. The Bureau of the Budget allowed you 
$460,000 ? 

Mr. Bascock. Yes, sir. 
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Senator Humrurey. Well, I will tell you what I would like to have 
you do. I have a feeling, in light of the number of persons you have 
on the payroll, that more than $50,000 

Mr. Bascock. May I say the House cut it in two. 

Senator Humpnurey. We will come to the House in just a minute, 
I want to find out how much of the increase that you were given is to 
be eaten up by—and I say that most respectfully—is to be used up by 
necessary increments in salaries under our classification system, you 
know, where seniority and experience is rewarded, 

Mr. Kintner. We will supply those figures at this point in the 
record, Mr. Chairman. 

Senator Humpurey. All right, sir. 

(The information subsequently supplied by Mr. Kintner follows:) 





The anticipated cost of all in-grade promotions provided for by law for the 
fiscal year 1960 will approximate $60,000. 

Senator Humpnrey. How many new men did you ask for? 

Mr. Baxscock. I asked for 38. 

Senator Humpurey. And that 

Mr. Bascock. Wait a minute. I am mistaken. I asked for 64. 

Senator Humpnurey. You asked for 64? 

Mr. Bascock. Yes. 

Senator Humpurey. How many did the Bureau of the Budget 
finally decide to give you? 

Mr. Baxscock. It comes out roughly 32. 

Senator Humpurey. To 382. Then what happened in the House! 

Mr. Bascock. They cut it in two. 

Senator Humpnurey. So you have got 16. 

Mr. Bascocr. No; 32. 

Senator Humpurey. And they are going to save some money over 
here. You are going to end up in a big deal, all right. 

I want the businessmen in this room to know about this. 

Mr. Bascock. No, sir 

Mr. Kintner. I think the figures are incorrect. 

Mr. Bascock. I end up with 32. 

Senator Humpurey. Thirty-two new officers for 177 million 
Americans. 

Mr. Kintrner. We have asked the Senate to restore, at least we 
made representations to the appropriate committee of the Senate, ask- 
ing some restoration of the cut made in the House, and we are hopeful, 
sir. 

Senator Humpnrey. I am on your side on this. Let me tell you 
something. We are fighting the battle all the time for the preserva- 
tion of our way of life. 

Well, our way of life includes something else besides just some of 
the things that people talk about. It includes the right of a man to 
make a living in his own business, and it includes the right of my 
children’s children to make a living in their own business, not working 
for somebody else. 

That is all right, too. Iam not opposed to that. But I think a man 
ought to be able to have ground rules under which he can earn a living 
in his own business with reasonable intelligence, a little extra applica- 
tion of energy, and a reasonable amount of investment. 
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And when I see the rate of mergers, the tremendous increase in 
the rate of mergers, and when I see the competitive practices that are 
being indulged in—and I have sat on the Small Business Committee 
for 10 years—all I can say is that what I have heard in the Small 
Business Committee in terms of some competitive practices makes 
that McClellan committee look like a pink tea party, but it never 
gets the headlines because it is a different thing from when you steal 
out of the union funds. That is then a crime. But when something 
happens where, somehow or other, it is not quite illegal but you drop 
dead anyhow, well, that just becomes a social practice. And I do not 
like it. 

That is why I stay on this committee. I was born and raised in this 
retail business, you know, and I happen to believe in it, and I think 
that one of the protections for it is the FTC, and I hope you fellows 
are up here scrapping for enough budget. 

Good grief, I cannot believe that $7 million to police and regulate 
the whole retail distributive-manufacturing processes of the United 
States under the Clayton Act and the Robinson-Patman Act and the 
Federal Trade Commission Act—that is a mighty cheap job of polic- 
ing. That is what we asked for in Philadelphia. 

Mr, Bascock. Sir, we have asked for it again and again. 

Senator Humpurey. I just bless you. I will tell you one of the 
reasons why you do not: Because there are not enough people like 
those in this room who have interested themselves in the problem of 
adequate enforcement. 

It takes more than a hearing in a subcommittee to get this job done, 
because this is like a good government group meeting in the mayor’s 
office. 

Mr. Bascock. I have 14 

Senator Humpnrey. When it really gets down to cases is when some- 
body goes out and enforces the law. 

Mr. Bascock. I have 1,400 investigations pending down there this 
morning, and I have 350 cases in trial. I have 120 investigations in 
the merger field going. We have 28 cases in trial in the merger cases, 
most of them taking from a year to 2 years. 

Three of these cases mentioned in this report took between 25 and 
30 man-years to get out. That is some of our problems, sir. 

Senator Humpneey. First of all, I hope you understand I happen 
to feel that you men do a very fine job within the limits of your re- 
sources. As a Member of Congress, I have worked for a bigger staff 
for you. 

Mr. Bascock. I know you have, sir. 

Senator Humpurey. I am just saying to my business friends who 
write me letters all the time about the dangers of bigness and the 
merger problem, here is why you have got it: You have powerful 
forces moving in on the American economy, and they are not neces- 
sarily malignant or they are not vicious, It is just the nature of things 
when they start to get big they get bigger, and really what is happen- 
ing is like it is happening in the automobile industry. There are not 
many competitors; after a while it gets down to being a battle of the 


giants, the dinosaurs. They start to battle it out and all the smaller 
ones are gone. 
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Mr. Kintrner. Senator, law enforcement is never popular, as you 
have indicated, but your committee and we at the Commission will 
continue laboring in that vineyard. 

Senator Humpnrey. Now after having delivered my soliloquy, I 
am going to turn the chair here over to my good friend, Senator Mass 
I have to go to another committee meeting. I know the counsel has 
some questions to ask of you and I am sure Senator Moss has. But 
I could not miss the opportunity to say a word or two to my great con- 
stituentcy here in this room this morning. 

Senator Moss (presiding). Go right ahead. I have no questions at 
the moment. 

Mr. Fotery. In the Secatore case, Mr. Kintner—that is, there were 
two Secatore cases, this is the second one we are referring to, the one 
of March 1959, the early Secatore case had to do with the fair trade 
problem. 

Mr. Kintner. That is correct. 

Mr. Forry. In the second Secatore case and from here on, I am re- 
ferring to that because I make this designation because heretofore 
Secatore has always meant fair trade. This is another problem, that 
was a Clayton Act case. 

Mr. Kintner. We would not want to be espousing fair trade in view 
of the Commission’s traditional position in that area. 

Mr. Fotry. I am just correcting the record. 

Mr. Krntner. I am grateful for the correction. 

Mr. Forry. In the second Secatore case, that was a Clayton Act 
case, a price discrimination case. 

Mr. Kintner. That is correct. 

Mr. Fotry. It wasn’t a case under the Federal Trade Commission 
Act of Unfair Practices or Unfair Acts of Competition, is that 
correct ? 

Mr. Kintner. That is correct. 

Mr. Forry. And it involved private parties rather than the Federal 
Trade Commission, which was not a party to the Secatore case. 

Mr. Kintner. Yes, but as we view it the law would be the same. 

Mr. Fotry. Let’s take some of the situations that we have developed 
at and during the course of the hearings. The situation in which a 
retailer develops a market at his expense and time and energy, and 
including customer A who is a local bakery, and the company comes 
along and finds out, well, the bakery is a pretty good customer. They 
are buying quite a few tires from the dealer, so what we will do is take 
the bakery and assign to it our company store. Well, now, presuming 
that—we do have some evidence, and considerable evidence that that 
goes on—that good accounts of local dealers are taken over and made 
national accounts or direct sales accounts by the tire companies, is that 
a fair act of competition ? 

Mr. Kintner. We have not found any illegality in this situation, 
Mr. Foley. We do assume, however, this is not a situation of sale 
below cost which is a well-known device for retaining trade. 

Mr. Forey. Have you considered the situation in which a retailer 
develops a market at his expense and time and energy and then loses 
the customer to his manufacturer to whom he must supply his ac- 
counts ? : 

Mr. Kintner. I will ask Mr. Rountree, who is a project attorney in 
our Bureau of Investigations, to answer that question. 
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Mr. Fotry. All right. 

Mr. Kintner. He would be briefed on it and I am not. 

Mr. Rountrrer. Only in a few informal inquiries have we looked 
into that because under our present view of the law we do not con- 
ceive that to be illegal. 

Mr. Fotry. I just make this note then, Mr. Rountree, there are 
approximately nine more independent rubber tire dealers that will be 
testifying this afternoon, some of them may have evidences of this 
type of situation that may interest the Commission. 

Mr. Kintner. We would be very happy to have any of this infor- 
mation, and will again look at the situation to determine if any pos- 
sibility of illegality exists under extising law. 

Mr. Bascock. Could we have a transcript of the record this after- 
noon ¢ 

Mr. Fotry. Yes. 

Mr. Kintner. We hope you will provide the transcript of the record 
for all of these hearings and we will go over it carefully with that 
in mind. 

Mr. Fotry. All right. 

Now once again, referring to the Secatore case, I am calling your 
attention to the fact that this involved private parties rather than a 
Government agency, and I am calling your attention to the fact that 
various aspects of the antitrust laws were therefore not considered 
because it was solely the private interests of private parties rather 
than the broader interest of the public good. 

I cite one, namely, the first one, that where the retailer develops a 
market and then loses his customer to his supplier whether that is an 
unfair act of competition under the Federal Trade Commission Act, 
and getting away from the price discrimination aspects of the Seca- 
tore case. 

Also. I cite this second situation, the legality of secret credit memo- 
randa involved in these types of cases. We have had evidence on that. 
That comes under the deceptive. 

Mr. Krnrner. This latter raises a very interesting point which we 
would wish to review and it underscores the testimony I have given 
before that in a given factual situation a slight variation of the facts 
may make all the difference between legality and illegality. We would 
be very much interested in receiving this type of information. 

Mr. Forry. I think we shall have some evidence this afternoon on 
that, Mr. Chairman, if you could have counsel stay for that. 

Mr. Kintner. Very well. We would particularly like to have the 
transcript of the record which will give us the full picture. 

Senator Moss. You may have a copy of that. 

Mr. Fotry. I will make a note of that. 

Alined with the secret credit memorandums is also the legality of 
secret discounts and secret advertising allowances or greater advertis- 
ing allowances for some dealers than others. Now were those prob- 
lems considered in the Secatore decision ? 

_ Mr. Kintner. This is typically illegal and if you have such informa- 
tion we would appreciate receiving it. We are meeting that problem 
every day in our work. We would appreciate having specific names, 
dates, and places, because that is the grist under which our mill 
operates. 
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Mr. Fotry. I appreciate that, but I just call your attention to that 
in an industry like the rubber tire industry where you get constant 
complaints of this sort by rubber tire dealers, sometimes it is difficult 
for two reasons: One, for fear of repercussion on the part of a dealer, 
and also sometimes their information is just based on long years of 
experience and it is kind of a feeling of the trade rather than ab- 
solute documentation. I just suggest that when there seems to be so 
much of a feelin:; on the part of dealers, of experienced dealers such 
as in the rubber tire industry, there may be reason to investigate the 
smoke. 

Mr. Kintner. We will be very glad to receive any type of in- 
formation. We prefer the specific information. If the lead is strong 
enough, we will use our ingenuity in trying to follow it up. 

We recognize and deal with the situation every day where an in- 
formant is reluctant to publicly proclaim information which he 
possesses, but he is perfectly willing to give it to us. If he will walk 
down the avenue and give us this information, even though he may 
not wish to call names, dates, and places for the purpose of testi- 
mony here, we will, I can assure you, sir, that we will have someone 
with a willing ear at the Federal Trade Commission listen to this 
factual material. 

Mr. Forry. Fine. 

Mr. Kintrner. And we will keep that information, the name of the 
informant confidential, as is our practice. 

Mr. Fo.tey. Getting away from the Secatore case, Mr. Kintner, I 
believe you were with the Commission at the time of the Quantity 
Limits case. 

Mr. Forry. And that was struck down by the court of appeals on 
the grounds partly of the lack of reliable cost data, reliable figures 
and statistics to support the quantity limit, is that correct ? 

Mr. Kinrner. Yes, I think for general purposes that is a fair 
characterization. 

Mr. Fotry. Would you care to give the Commission’s approach 
toward the quantity limits section of the Clayton Act and explain 
why the Commission has not assembled new statistics? 

Mr. Kintner. In analyzing this quantity limit proceeding it is 
clear that the rule as reviewed by the court was set aside because of 
the absence of a specific finding as to the fewness of purchasers buy- 
ing in single order quantities of over a carload. 

This absence was apparently due, in part, to the limited evidence 
available on this point. Information relative to purchases in car- 
load and over quantity was sought from several sources, including 
tire manufacturers and purchasers. 

In general, the large manufacturers stated that they were not 
able to furnish such information, and I am again going back to the 
original quantity limit proceeding. 

Data received from a representative group of dealers showed that 
25 percent of the dealers buying—showed 25 percent of the dealers 
buying in annual volumes of 100,000 to 300,000, and 5 percent of 
the dealers buying in annual volumes of 35,000 to 100,000, bought 
some of their requirements in carload quantities, 

If these percentages are applied to all purchasers in these brackets, 
approximately 1,000 purchasers would be shown to have bought some 
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of their requirements in carload lots, This equals approximately 2 
percent of all the 48,000 dealers of tires in the United States in 
1947 at the time of the quantity limit rule. 

The Commission did not conclude that 1,000, or 2 percent, con- 
stituted a few number of available purchasers within the meaning of 
the act, and instead from those figures and from data showing that 
the percentage of the total requirements of dealers buying carload 
lots which was purchased in carload quantities , Increases from 25 
percent for those buying 35,000 annually, to 75 percent for those 
buying 350,000 annually. 

The Commission infer red, and I quote: 

The few purchasers with annual volumes of 600,000 and over alone could 
buy in multiple carload quantities in any substantial degree. 

There were only 63 purchasers who bought $600,000 worth or more 
in 1947. There was no reported data as to the number of purchasers 
who bought in single order quantities of over one carload. 

Ihave ; given you | this information for your record because I wanted 
to be as responsive as possible to this question which has plagued 
the bar, the industry, this committee, and the Commission. 

Mr. Fotry. Is it your opinion, Ch: Lirman Kintner, that the quantity 
limits methods is not a reliable one for tire dealers to count on in 
taking care of their competitive problems? 

Mr. Krntner. Speaking personally, I don’t think that it offers too 
much hope in view of the experience of the initial attempt to use the 
rule. In my judgment—and this again is my personal judgment—the 
solution to some of the problems existing, which we recognize, lies in 
the other sections of our law. The issuance of this last complaint 
against virtually the entire rubber tire industry is the Commission’s 
Jatest attempt to solve some of these problems under the other statutes 
under which we operate. 

Mr. Foury. So there isn’t much hope, as you mentioned, with the 
quantity limits case? 

Mr. Kintner. Well, you will find probably differences of opinion. 
J personally do not think so. 

Mr. Fotry. If there is going to be any help at all in this type of 
situation, there has to be a change in the law, is that correct, for the 
rubber tire dealers, or for dealers similarly situated ? 

Mr. Krntner. If a dealer doesn’t want to compete with a manu- 
facturer, I suppose there would have to be a change in the law. 

Mr. Forry. Just thinking about this, in considering the quantity 
limits, in considering all the trouble you apparently have had with the 
rubber tire industry, I am wondering why it is that the FTC has not 
recommended a change in the law. 

Mr. Kintwer. For reasons set out in the last pages of my statement, 
the latter part of my statement, we are reluctant to recommend piece- 
meal solution of these problems. When one industry secures what 
amounts to special considerations in the trade regulation field, there 
is a tendency on the part of other business to contend that they too 
have special problems which should be thus handled, and this can be- 
come an avalanche which, in my opinion—and again I speak per- 
sonally—could result in the destruction of our capitalistic free en- 
terprise system, in which I devoutly believe, and in which I am sure 
you also believe. 
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Senator Humpurey. Mr. Kintner, I am sure you are familiar with 
the elaborate pricing system in the tire industry, the many discounts 
and rebates. Are you somewhat familiar with that? 

Mr. Kintrner. Generally I am familiar. If you have a question 
on specifics, if I can’t answer it, these very fine staff experts here will 
take a cut at it, sir. 

Senator Humpnrey. Just referring generally to it, of course these 
discount schedules and rebates have to have some cost justification) 
is that correct, under the applicable laws, if there is going to be dis- 
crimination in discount there has to be justification ? 

Mr. Krntner. Yes. That is the typical defense, cost justification 
to discriminatory price, although there are other defenses; good faith 
meeting of competition is one. 

Senator Humrnrey. The Commission a few years back set up ad- 
visory committees to propose technical accounting standards for ra- 
tionalizing statutory cost justifications for various industries, isn’t 
that correct ? 

Mr. Kintner. Yes, sir. 

Senator Humenrey. Has one been set up for the rubber industry? 

Mr. Kiytner. The Commission had an advisory committee study- 
ing the whole problem of cost justification. That was headed by 
Professor Taggart of Michigan, as I recall. Professor Taggart did 
turn in a very interesting and useful report which was not adopted, 
approved or disapproved by the Commission, but which was pub- 
lished for the information of the business and legal fraternity. 

This report has been used by our staff, and has been used, I believe 
by the business community for what it is worth. 

In the area of cost justification we are in a very knotty, difficult 
area, but here again I believe that much more can be done by the busi- 
ness community, through its experts, to study the problem of cost 
justification, to study the ground rules, to determine what the ground 
tules should be and the practical application of those rules. I know 
that our accountants at the Federal Trade Commission have done a 
great deal of work in this area. 

I think that gradually some measure of laws and practice in this 
area of cost justification 1s gradually evolving. 

Mr. Foxy. It would appear that the dealer associations and the 
companies, with the assistance of the FTC, might possibly have some 
avenue to direct some of the practices that go on in the pricing sched- 
ules. 

Mr. Krntner. I would say that Mr. Arthur Lundvall, who is our 
chief accountant at the Federal Trade Commission, would be most 
happy to discuss this whole problem with any representatives of the 
dealer organization, and indeed, such conference might be fruitful. 

I make that offer here, and I hope that the representatives of the 
dealer organizations will avail themselves of the offer which I have 
made in behalf of Mr. Lundvall and the Federal Trade Commission. 

Mr. Fotry. In that line, I would just like to call to your attention 
perhaps a case you are more familiar with than I, namely, the B. F. 
Goodrich case, FTC Docket 5677, in which the Goodrich Co. did have 
cost justification for its pricing schedule. 

Are you familiar with that case, Mr. Chairman? 

Mr. Kinrner. I am generally familiar with it. You are speaking 
about a compliance situation. Mr. Morehouse here is in charge of com- 
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pliance, and I am sure can speak with greater authority than I on 
this situation. 

I might, before he speaks, point out that what is compliance 
today may not be compliance tomorrow or next month or next year, 
because business practices do change, and therefore, we must engage 
in a constant scrutiny of our outstanding cease-and-desist orders Ss, at 
least the compliance end of it, and to a great extent we must rely 
upon the industry to help us police these cease-and-desist orders. So 
that cost justification this year with respect to a certain discount 
schedule may not be cost justification next year with a slight variation 
of the schedule. 

Mr. Foury. Finally, and this is my last observation, Mr. Chair- 
man 

Mr. Kintner. Did you want Mr. Morehouse to tell you something 
about this particular problem? 

Mr. Morenovuse. I would like to have the case better identified. 
I cannot identify the case. 

Mr. Forry. B. F. Goodrich case, docket 5677, I believe, 1954. 

Mr. Bascock. I think that is a rubber footwear case. 

Mr. Kintner. Is that a footwear case ? 

Mr. Forey. It applies tothe rubber industry. 

Mr. Morenovse. I think that is pending with Mr. Lundvall now. 

Mr. Forry. I think that matter was actually finalized. I will tell 
you 

Mr. Morenovse. I will have to get that. 

Mr. Kinrner. We will have to supply a statement for the record 
at this point on that matter. 

Mr. Foxry. It probably isn’t necessary for the record. I was just 
calling your attention to it because it involved the rubber industry, 
it involved the pricing setup. It is something that we can probably 
handle privately, dise ussing the problem. 

Mr. Kinrner. I will say if there is any information available which 
indicates a violation of any outst: anding cease-and-desist order, Mr. 
Morehouse and the Commission would be most happy to receive it. 

Mr. Berman. Could we have that docket number again, please? 

Mr. Fotry. 5677. 

Mr. Morenouse. Was that tires? 

Mr. Forry.. I believe it was footwear 

Mr. Morenovse. Rubber? 

Mr. Fo.ry. Yes. 

Mr. Morenouse. We have several—cost justification was attempted, 
and I will supply the Senator with the net result of that, because it 
is not fresh in my mind.? 

Mr. Fo.try. I want to call your attention to the fact that Goodrich 
did cost justify it. 

Mr. Morenovse. If we concluded they did justify it, it was after 
a thorough analysis of their figures and cooperative study between 
their accountants and our accountants to see if their theor y of justifica- 
tion and their theory of accounting coincided with our views as to 
the proper method of ace ounting in order to arrive at the justific ation. 

Mr. Foxey. I didn’t want to give undue importance to this case. 
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But I was just citing it as possibly bearing on this in our considera- 
tion. 

One last question, Ghairman Kintner. 

Mr. Morenovse. That case was ordered dismissed January 22, 
i954, upon the findings of the hearing examiners. 

Mr. Kintner. There are numerous cases many of which do not 
reach the complaint stage in which the Commission staff has upheld 
cost justification. It is supposed that the defense is no good, but 
this is wholly incorrect. The fact that there are few contested cases 
involving cost justification gives a lopsided picture of the situation. 
Our staff accountants have advised the Commission in many cases 
that cost justification has been adequately established and litigation 
has not been brought as a result of advice from the staff. 

I believe we have as competent a staff of accountants as are to be 
found anywhere in the Federal establishment, and Mr. Lundvall, the 
chief accountant, is outstanding in his field and known for his fairness 
as well as his great ability. 

Mr. Fotey. Right. 

One last question, Mr. Chairman. 

Testimony has indicated, the evidence indicates that the sales of 
truck tires as opposed to the sales of passenger and other types of 
tire equipment is concentrated mainly in a few companies. 

I am wondering whether your Commission has looked at the tire 
industry from this point of view, that, namely, there is a concentra- 
tion of sales of a particular product. 

Mr. Kintner. Excuse me, Mr. Foley. 

Mr. Fotey. Go ahead. 

Mr. Krntner. I will ask Mr. Rountree if we have examined that 
problem in the Bureau of Investigation. 

Mr. Rountree. I know of no activities on that. 

Mr. Fotey. Is there anything analogous to other industries where 
there is a product such as tires sold and there may be evidence of con- 
centration of production and sales of a particular line within that 
general classification ? 

Mr. Rountree. I don’t know of other areas. It appears to be 
more of a Sherman Act problem. 

Mr. Fotry. That is right. 

Mr. Rountree. Monopolization and concentration. 

Mr. Kintner. If there is any evidence of concert or agreement 
among the companies in the industry to restrict tire production to a 
small segment of the industry, we would be most happy to receive 
such information, because this on its face would be illegal. 

Mr. Fotery. I believe that is all I have, Mr. Chairman. 

Senator Moss. Thank you, Mr. Kintner. I have no questions to 
ask at this time. 

I am sorry I was late and didn’t hear your testimony in chief. But 
we appreciate very much your appearance and the appearance of your 
staff here at the hearing this morning. 

Mr. Krntner. Senator, it is always a privilege to appear before 
this committee. We, at the Trade Commission, have worked very 
closely with the Senate Small Business Committee over the years. 
Our relationship with that committee and particularly its staff has 
been excellent, and I can say with sincerity that it is always our 
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privilege to appear here before your committee and to continue to 
work with the staff of your committee. 

Senator Moss. Thank you. We do appreciate your cooperation 
and we know it will continue as we go forward. 

Mr. Kuhn, you appeared before this committee yesterday, and we 
have asked you to return for a brief bit of testimony. 

Our counsel, Mr. Foley, will indicate the field we would like to have 
covered. 

STATEMENT OF W. J. KUHN—Resumed * 


Mr. Fotrey. Mr. Kuhn, yesterday afternoon we got somewhat 
ressed for time, and were unable to ask you all the questions that we 
fad come to our mind. 

I don’t have your letter before me. I do recall that in the letter 
that you received from the district manager to you, there was a state- 
ment made as follows: 

“This letter is also to confirm that the discounts you receive from 
Firestone will be on an earned basis.” ** 

Now, were there discounts—were you receiving discounts from 
Firestone on something other than an earned basis.” 

Mr. Kunn. Unearned, you mean ? 

Mr. Fotry. Yes. 

Mr. Kuun. Yes, I have. 

Mr. Fotry. Would you elaborate on that please ? 

Mr. Kunn. I have been getting my super bonuses for the last 2 years 
and I didn’t earn them. To get the super bonus you have to sell 
$250,000 worth of tires, and I only sold about 150 which—and I got 
max bonus which is about 4 percent. 

Mr. Fotey. Were other tire dealers getting this super bonus ? 

Mr. Kunn. That is the reason I got mine, because I found there 
was another one that got it. 

Mr. Forey. _ it your thinking that not all the tire dealers got it? 

Mr. Kuun. I don’t think so. 

Mr. Fotry. Why do you feel you got it? 

Mr. Kun. Well, I think it was a pacification of staying in line 
with the company. 

Mr. Forry. In other words, you had been the largest Firestone tire 
dealer in the Milwaukee area for some time; is that correct? 

Mr. Kunn. No, not the last year and a half, I haven’t been, but be- 
fore that I was for several years, yes. 

Mr. Fotey. And then you slipped in your Firestone sales? 

Mr. Kuun. Not slipped. We made a change in our policy a little 
bit. 

Mr. Fotry. You began selling other tires ? 

Mr. Kuun. Other tires, that is right. 

Mr. Forry. After you started selling other tires your Firestone sales 
went below the super bonus level ? 

Mr. Kuun. Well, below the previous bonus level. Because the super 
bonus didn’t have any bearing on it. We got our max discounts. It 
didn’t make any difference how many tires we sold. 

Mr. Fotry. So you feel that you continued to get that extra bonus 
in order to encourage you to drop another line? 





% See p. 122, Mr. Kuhn’s statement. 
% Firestone letter, see exhibit 8, p. 123. 
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Mr. Kuun. No; encourage us to keep in their policy, in their policy 
of when they tell you not to call on Shell stations, not to call on them. 
That was the biggest thing that kept us in line. 

Mr. Forey. Just for the benefit of the gentlemen from the Federal 
Trade Commission who are here, if you w ill just review regarding what 
you said yesterday about the Firestone policy of selling to Shell 
stations. 

Mr. Kuun. In our city the Firestone—in fact, Shell Oil Co. wants 
Firestone to serve their stations, and I guess Goodyear has some por- 
tion of it, too, and it is really a law we stay out, and we have had 
expressions from the sales organization of Shell to stay out. 

At one time when I left a Shell station I advertised that I am leaving 
this Shell station which is adjacent to my building. I put it in an ad, 
and was told by the district manager of Firestone to remove from the 
ad that I was leaving the Shell station. 

Mr, Fotey. You feel that was to keep you in line, that is, not to sell 
to Shell stations ? 

Mr. Kuun. To do what they tell me to do, they gave me these extra 
discounts. 

Mr. Fotry. Unearned discounts ? 

Mr. Kunn. Unearned discounts, is right. 

Mr. Forry. I recalled in your letter what you stated here, the letter 
of the district manager of Firestone Tire & Rubber, this letter,* is also 
to confirm that the discounts received by you from Firestone will be 
on an earned basis. 

Mr. Kuun. From now on, yes. 

Mr. Fotry. I believe that is all I have. 

Senator Moss. Thank you very much. We appreciate your re- 
turning. 

We are going to recess this hearing now until 2 o’clock this after- 
noon. We will resume them. 

(Whereupon, at 11:40 a.m., the subcommittee recessed, to reconvene 
at 2 p.m. this same day. ) 


AFTERNOON SESSION 


Senator Morse (presiding). The hearing will come to order. 

The first witness this afternoon will be Mr. Francis J. Smith, W. F. 
Smith Tire & Battery Co., St. Paul, Minn. 

Mr. Smith, will you come forward ? 

We are delighted to have you with us. You may proceed in your 
own way to present your testimony to the committee. 

Mr. Smiru. Good afternoon, Senator. 

Senator Morse. We are happy to have you. 


STATEMENT OF FRANCIS J. SMITH, W. F. SMITH TIRE & BATTERY 
CO., ST. PAUL, MINN. 


Mr. Smriru. My name is Francis Smith, and I am a partner, with 
brother, in the W. F. Smith Tire & Battery Co. of St. Paul, Minn. 
My father started in the tire business in 1905. I started in 1921, at 


4 See exhibit 8, p. 123. 
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15 years of age, to help my father who was struggling to keep our 
company alive at that time. 

It is my opinion that the large rubber companies in conjunction 
with their own retail outlets have more to do with the growing mor- 
tality of large independent dealers than any other one reason. Their 
superior financing arrangements, direct selling, free service far out- 
weigh what an independent has to offer. 

I can show accounts that the large rubber companies have taken 
away from us, because they have offered tires at our cost : and gave free 
service. Most dealers today have to be content with the smaller 
accounts. 

On financing they naturally have more money, but more important, 
they have certain tax advantages. We have approximately $25,000 
tied up in excise taxes paid on our inventory. The rubber companies 
don’t pay for their excise taxes until the tires or recaps are sold, 

You understand they pay for their taxes when the tires are sold 
to the retail customer. 

One large rubber company with which I am familiar, opened a new 
store in November 1957, and promptly put in a full stock, including 
about $20,000 worth of toys, and I was told that the first of the year 
they charged off al] the toys and reduced the prices on other items. 
Thus, the new store manager went into the spring subsidized with prob- 
ably $25,000 of free inventory. The Government probably contributed 
better than 50 percent by its loss in taxes, that is I mean from the 
parent company. 

In another case I was told the rubber companies project a net loss 
for a year’s operation, for example say $20,000, and if the manager 
can cut the loss to $10,000 he is paid a bonus on the $10,000 loss reduc- 
tion. I have had this confirmed by two sources. This is called a 
merit bonus. 

As I understand, there is only one company that does it that I know 
of now, but there were other companies that did it in the past. 

One large account that I have a personal knowledge, was sold tires 
this year at lower than the accepted national account price through 
their company-owned store. This store has a considerable loss but the 
store manager has been promised a special year-end credit to com- 
pensate his store because of this. To explain how this is all possible, 
I understand the factory manufactures the tires, then sells to the 
region. They have about four or five regions in the United States. 
The region sells to the zone, the zone sells to the district, and the dis- 
trict sells to the retail store. I understood this was at least true in one 
company that I heard of. 

Each of these divisions derive a profit from these various transac- 
tions. Now, therefore, if a store loses money during the year it is 
subsidized from the profits of these transactions. It is no secret that 
the large company-owned retail stores operate with a definite volume 
basis as a goal. Profits are secondary to unit sales. At the end of each 
year a company-owned store wipes its slate clean and starts over. I 
sure wish I could. 

In the matter of quality, some companies at times sell first quality 
tires at second prices. By this I mean it is the custom of rubber com- 
panies to buff the name and serial number off certain tires which are 
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supposed to have small blemishes and sell them at 20 to 35 percent dis- 
counts, depending on size. Some companies forget to buff them, and 
I have bought tires with only the last two numbers buffed to fool the 
public. In some cases if they need more business in a certain district, 
they make tires without a name or serial number, selling them as 
seconds. 

When prices are advanced, I have to pay the new price immediately. 
One rubber company that I know of gives their stores 30 days’ grace, 
then allows them to write a lot of business at the old price. 

We would actually lose money on new tires if it wasn’t for the fact 
that most of our gross profit is realized by recapping used tires, there- 
by subsidizing our new tire department. My father was recapping 
tires back in 1908. We went through all the experimental years of 
the business. Now that we have better roads and better casings and 
the recapping is getting more profitable, the large rubber companies 
are all putting up large recap plants across the Nation. The usual 
discount to gasoline filling stations on passenger tires recapping is 40 
percent from list. Some rubber companies are cutting the price to 40 
percent and 10 percent and adding the volume of their tire purchases, 
for which they receive an additional discount. 

I am talking about the people who buy, the filling stations, who buy 
the recaps. In other words, each dealer’s own supplier is his biggest 
competition. 

I might add that we were practically insolvent before World War 
II, but due to the war we were able to bring the company back into a 
sound financial condition. Now we are back to prewar price cutting 
and direct selling by the rubber companies. 

Now, all of the above policies are—well, they are common with 
most manufacturers, I would not say every one applies to each com- 
pany—and I believe some type of corrective legislation and assistance 
is needed. 

Now, let’s go back a little bit and talk about the company-owned 
stores. They generally came out in about the middle thirties. There 
were a lot of independent tire dealers at that time and they were clos- 
ing down because they couldn’t go through the depression, and so in a 
lot of places the companies felt if they were going to have distribution 
they had to put in a store. 

I remember at that time we had the Firestone tires. We were just 
about on the verge of bankruptcy, and the company used to come in 
and they would go, what they would call, the 51-49 basis. I mean, you 
would sign up with them because you owed them so much money, but 
they would continue in partnership. 

Well, finally, practically everybody that went on that basis, why, 
the company took them over. I don’t know, I suppose there are 
exceptions; I don’t know. 

Anyway, my father told the Firestone people that he would sell 
out his half for $30,000, and then they would each put in $20,000 
and start a new compay. But they didn’t go for that. So we con- 
tinued on, and of course the war came along and like a lot of other 
people, we were able to get our business going on a better basis. 

So these stores kind of got their start because of an economic reason, 
I mean that they didn’t put them in just to put other people out of 
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business. They felt that they were necessary. I may have done the 
same thing if I were in their place at the time. 

However, as we go along through the years, the mortality of the in- 
dependent tire dealer is growing, and the company- -owned stores get 
bigger and bigger. 

I feel that I have been fairly successful. We have gone along, our 
volume gets a little bigger each year, but as I say, I have got every- 
thing that I own in that business, all the years that I have been able 
to keep things going. 

As I sit there and see these stores crowding up around me, there 
is a new Goodrich store down the street, they have two in our town; 
Firestone has two in our town; Goodyear has one, and then of course 
we are right across the river from Minneapolis, so they have several 
over there, and new ones coming in all the time, but there are no big 
independent tire dealers coming up all the time. 

So I sit there and I wonder what is going to happen to Frank 
Smith where they have advantages in money and everything else that 

I don’t have. Five years from now am I going to be able to always 
hold my own? 

Goodyear isn’t trying to put me out of business. Some of the best 
friends I have, I think, are top officials of the Goodyear Tire & Rubber 
Co. They certainly want my Soca 

The other rubber companies—they are just try ing to run their places 
of business. But somewhere along the line it seems like the in- 
dependent is going downhill. 

Back in about 1957, at the tire dealers convention, I believe it was, 
I know it was in Cincinnati, I can’t remember the exact date, I got up 
in the convention and I said, “Listen, why can’t we get all the heads 
of the rubber companies away from Akron, go to W ashington, and 
we will all sit down and see if we can’t make some sense in this busi- 
ness. There must be something that you can do to talk sense, and that 
we can at least get some common ground where we can all work and live 
together.” 

Well, one of the reasons they brought up they couldn’t do it was 
because the Federal Trade Commission would probably get after us 
for conspiring, and it doesn’t really make sense for them to sit on 
one side and here the rubber companies are being brought in for 
conspiring on the prices, and here we are talking about them destroy- 
ing the prices, and everybody is trying to beat everybody over the back 
and nobody comes up with any constructive thoughts on how we can 
lay some ground rules to work by. 

T heard the man this mor ning from the Federal Trade Commission 
offer their services, and I don’t see why we can’t all get together, 
the independent people and the companies, the manufacturers, and sit 
down and lay out some ground rules that we could all live by. 

We are just people, I mean all my friends here, the independents are 
all just trying to make a living, that is all they are trying todo. And I 
don’t think that the rubber companies in a’sense are just conspiring 
to put us out of business. I think that they put the stores in because 
they were trying to hold their place in the industry. They have a cer- 
tain volume ‘they have to put out. Their companies, like a lot of other 
companies, have developed a certain—they have to produce so many 
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tires each day in order to keep their costs of production down to a 
certain point. Then it is up to the sales department to get rid of that 
production. 

How do we do it? As the independents fall by the wayside they 
have got to feel—well, we have got to put up a store, we have got to 
sell this production. We have got stockholders, and so we have prob- 
lems that could be ironed out instead of everybody getting up with 
a ball bat and swinging around at everybody. 

Senator Morse. I am hopeful one of the results of these hearings 
will be to find a common ground where you can get together, Mr. 
Smith. I think your point of view is one that no one can disagree 
with as to the desire of trying to find an amicable settlement of the 
differences that have developed within the industry. 

I am sorry I didn’t hear the Federal Trade Commission witness 
this morning, but I will read the transcript very carefully when we 
come to executive sessions. 

Do you have any questions, Mr. Foley ? 

Mr. Fotry. I was just wondering, Mr. Smith, what type of occa- 
sion or circumstance is it that a company store takes to buffing tires, 
are they overstocked or something, or do they have a possibility of 
a big sale, a big deal, I have heard you refer to? 

Mr. Smiru. Well, the factory makes, they manufacture these tires, 
just the same as I recap tires. I suppose I am in the manufacturing 
eortre when I recap tires, and some of these tires just don’t come out 
perfect. Sothen they can’t seli them as firsts. My customer probably 
wouldn’t accept them because there is a small defect. But they are 
usable. 

So they buff the name and the serial number, and then they sell them 
at a discount. 

Now, that is to all purposes, that is the way all rubber companies— 
vou always get one or two out of somebody who wants to do some- 
thing underhanded. That isn’t the true intent of the presidents of 
any of the rubber companies, any more than it would be for one of 
my employees to do something underhanded. 

You will always find some people who are trying to take advantage 
of somebody else, and that is what they do. I don’t know how they get 
the authority to do it, to be honest. That is, where they buff them, 
you know—take new tires and buff them. I can’t remember where 
they have done that in our area, but I don’t say that hasn’t been done. 
However, I have bought tires that have only the last two numbers 
buffed, and of course, that leaves nine-tenths of the serial number 
there, and to all appearances to a lot of people that would mean that 
that was still a first. 

Mr. Fotry. A firstline tire. Thank you, Mr. Smith. 

Unless Senator Morse would have something more to say. 

Senator Morse. Thank you very much, Mr. Smith. 

Mr. Smirn. Thank you for letting me appear. I hope I have con- 
tributed something. 

Senator Morse. You have. It has been very helpful to me. 

I am going to give the reporter to put in the record at the appro- 
priate place a letter of June 17 that I received from Mr. George J. 
Burger, National Federation of Independent Business, and the letter 
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of June 16 with a statement with regard to the tire problems as he 
sees them, for reference by the committee when we come to consider 
any possible legislation.® 

Senator Morse. Counsel has just told me that Mr. Joseph Schretz- 
mann has a plane that he must catch, and I am going to call him to 
the stand now in order to accommodate him. 

Mr. Schretzmann. 

Mr. ScuretzMAnn. Thank you, sir. 

Senator Morsse. We are very glad to have you with us. 

Mr. ScuretzMann. Iam pc be here. 

Senator Morsg. I don’t know what would happen if J started ask- 


ing the other witnesses who have planes to catch, so you and I had 
better go right ahead. 


Mr. ScuretzMann. All right, sir. 


STATEMENT OF JOSEPH G. SCHRETZMANN, MIAMI TIRE SALES, 
INC., MIAMI, FLA. 


Mr. ScuretzMann. My name is Joseph G. Schretzmann. I am from 
Miami, Fla. I am one of the owners of a small company called Miami 
Tire Sales, Inc. 

I have had a few instances, although we have only been in business 
since 1950—we have had one occasion which I felt was at least in my 
own mind, price discrimination. 

We have been and still are distributors for Fisk Tire Sales Divi- 
sion of United States Rubber. About a year ago we were interested 
in another line called Gates, made by the Gates Tire & Rubber Co., 
and that is the situation here. 

On or about the middle of February 1959 we, as independent tire 
dealers, were looking for another line of tires to handle. We con- 
tacted the Gates Rubber Co., who sent two representatives to grant us 
a franchise for the sale of their products. Their representatives, Mr. 
Talbert and Mr. Thompson, presented their deal to us. Our reply 
was that we could not conclude the deal because our present tire line 
we were handling was at prices well below their own dirt cost prices. 

They then stated that there was another arrarigement by which 
they could meet the competition as far as cost was concerned. The 
example is as follows: 

First of all, we had to order the tires through any consumer in the 
trucking business or someone who had used trucks in their business. 
The terms, of course, had to be c.o.d. or cash, since the same tires were 
to be delivered to us although billed to another company, in effect 
we were paying for them. 

Third, in addition to the much lower buying price under these 
mechanics, we would also receive an additional 5 percent credit. This 
net price to us therefore was some 20 to 30 percent below the price 
we would be billed under our regular franchise agreement. 

In other words, we had two buying prices. 

After some months of delivery and furnishing of our own custom- 
ers’ names on the orders, the Gates Co. decided to drop us as a dis- 


® See app. I and I-A, p. 361. 














162 DUAL DISTRIBUTION IN AUTOMOTIVE TIRE INDUSTRY 


tributor because, quote, “We weren't selling enough of their mer- 
chandise.” 

Thereupon the Gates representative called upon one of the cus- 
tomers we had, and offered to sell truck tires direct to him at the 
prices quoted some 20 to 30 percent under the price we, as their fran- 
chised distributor, could purchase those identical tires for. 

In other words, a franchise in my mind was something of value, 
and in this case, the franchise cost 20 to 30 percent to have. 

Now, I would like to present, Senator Morse, here is an original 
order, I believe you perhaps have that. 

Senator Morse. That will be received into the record at this point, 
an exhibit consisting of an original order to Mr. C. A. Stewart, dated 
July 31, 1958. 
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Mr. ScimrerzMann. Here is the actual invoice and shipping order, 
it says “Charge to Mr. Stewart,’ Miami address, it says, “Ship to 
Miami Tire c.o.d., 7180,” and so forth, our address, and there are 
the prices, 

Senator Morse. Received for the record at this point the invoices 
and shipping order to Mr. C. A. Stewart, Transport Rental System, 
exhibits inserted as described by the witness. 

(The documents referred to are as follows:) 
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Mr. ScurerzMann. Here is a credit memorandum referring to that 
same invoice, an additional 5 percent. 

Senator Morse. Received for the record at this point a credit memo- 
‘andum dealing with the same invoice to C. A. Stewart already dis- 
cussed by the witness. 

(The document referred to is as follows :) 
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- $ 364—32CR 

5 

6 

6 

. 
- 

| 7 

8 

6 

£ 

6 

£ 
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Mr. ScurerzMann. Here is a copy of our franchise distributor 
billing prices. 

Senator Morse. The franchise billing prices exhibit will be received 
in the record at this point, as described by the witness. 

(The document referred to is as follows :) 


EXHIBIT 9-E 


WI GATES PASSENGER TIRES Pane 
Subject to change without notice. Effective August ll, 


- - - TUBELESS - - - 











NYLON SUPER SILENT-SAFETY NYLON AIR-FLOAT DELUXE RAYON AIR-FLOAT 
HIGH CAPACITY TUBELESS TUBELESS TUBELESS 
ee Black Black White-Black Black White-Black 
4-ply k-ply 4-ply k-ply 4-ply 
PN 6010) (Pa $038) + So (PN 6047) PN 6048) 

7.50-14 $26 8.68 36 93 Brae Warad $1.99 
800-14 Boe ES NI = tenia = md Sterne’ 2,12 
8.50-14 338 a4 4 CRC eee eae 2.3 
9,00-14 38.34 27.21 7350 = age = eae 2.50 
950-14 39.69 28.18 eee a > ar 
[aa 06060t~—“‘—«t*‘C Rw 18 .29 Se oea TS hws, 8° CASES Let 
6.70-15 27.31 19.38 23.76 15.07 ] 1.94 
7.10-15 29.92 21.2 26 .02 16.71 7 
7.60-15 32.79 23 . OF 28.51 18 .28 





NYLON COMMANDO TUBELESS 


With Patented* Vinter-Seane sree Without Winter-Grip Tread 








Black White-Black Black White-Black 
4-ply 4-ply 4eply 4-ply 
(PN_6035) (PN 6053) (PN 6027) (PN 6028) 

7.50-14 $22 .96 $28 . 1: $21.87 $26.79 $1.99 
8.00-14 25.18 30 87 23.97 29 . 3¢ 2.12 
850-14 27.54 33.77 26 2k 32.15 2.30 
9.00-14 30.70 37 62 29.2 35 .82 2.50 
9. 31.82 28 of a an 
7.10-15 24 .00 29 . 36 2.84 27 . 9€ 2.07 
7.60-15 26.27 32.21 25.03 30.67 2.25 





NYLON AIR-FLOAT DELUXE TUBED NYLON AIR-FLOAT TUBED RAYON AIR-FLOAT TUBED 
Black White-Black Black Whi —— Black White-Black 











4-ply 4-ply 4-ply 4-ply 4-ply 

(PN 6036) (PN 6037) (PN 6043) - Fob PN 604 (PN_6046) 
5.60-15 15.69 coe)! 9 “Wevean  Wewede |)  eaeper til meneaes $1.30 
6.40-15 16.35 [O08 =6—-—~S~S nega Oe Ci—<ié‘“ me Pieces 1.48 
6,70-15 17.14 21 l 1 19.68 12 .52 16.3 1.67 
7.10-15 ) 7,85 35 14 93 18 .28 1.79 
7.60-15 a =. gc | ade 16.34 02 1.98 
8 00/8 .20-15 Ti ges 1 ehenua-.  Sesnn’ : 6 eaehe ee eee 2.17 
6.00-16 I ite ee ae de Merete ow wn Re eek eee be cin eee a eed 1.62 
6 .50-16 a ee 1,88 

NYLON COMMANDO TUBED CORONADO-CONQUEST TUHED NYLON NDMS - Jeep 
ee White-Black Black Black 
-ply 4-ply 4-ply 4-ply 
a £0 1 - a PN 6065-6050 PN 6054) 

6.50/6.70-15 0 le) 0lll—t*—“CR”0l—C (ttt wk $1.67 
BeMMeE ee Rr car 1.67 
7.10/15 19.89 4.39 Bee arate 1.79 
7.00/7 .60-15 LT Se 00si mee i itttsti‘“‘;‘i*‘*C l 
8.00/8 .20-15 8 i - W “tees | .  cfteen 1 
600-16 In i 10.28 16 , 38 1.6 
F I *U. S. Pat. No. 2,607,3 The Gates Rubber Company 
TP 8 v Vulco (PN 6017) as 





42614 O—59—>pt. 1——12 
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WI GATES TRUCK AND BUS TIRES Page 4 
ibject to change without notice. Effective August 1l, 1958 
NYLON CARGO TUBELESS 


Size Ply Rating Comparable Tube T Size Net Price Excise Tax 
6.50-16 6 650-16 $28.37 $2.65 




























7-17.5 6 7.00-15, 7.00-16 34.31 3.00 
8-17. 8 7) .50-16 4522 3.66 
-19. 7.50-17 55,43 4, 
7-22.5 8 7.00-20 42 52 3.84 
8-22, 10 0-20 72.28 p31 
80.67 6 2 

a 


NYLON SUPER CARGO TUBELESS 
5 25-20 > 


ew 
w 
i 
rm 
mw 
WUIP VI UI 


12-22 12 = ‘ 11,22 
11-24 12 10 .00-22 138.22 ( 7.00) 10.97 
12-24. 12 11 ,00-22 163.29 ( 8,00) 11.89 


‘NYLON CARGO RAYON HIGHWAY RIB NYLON HIGHWAY RIB** 
(PN 6616) (PN 6619) (PN 6639) 


Ply Net Net Net 
oa Price Price Price 
#6 70-15 $23 .22 $..... $..05. $2.24 





11,00-20 















5.00 
89.12 ( 6.00 

10.00-20 12 112.95 ( 7.00) 95. 
33.08 ( 8.00 5 
1 7.00 


10 ,00-22 12 118.95 3 a 
11,00-22 92 ee 10.16 
NYLON LOW PLATFORM TRAILER (PN 6636) 
Excise Tax Net Price 





7.50-20 10 $57.69 95 8.25-15 14 $102.58 ($5.00)* $5.42 
8.25-20 10 67.15 ($5.00)* 5,81 9.00-15 12 94.40 ( 6.00) 5.80 
_9.00-20 81.01 _(_ 6.00 6.88 10.00-15 14 115.43 00 7.14 





10.00-20 12 102.68 .60 
11,00-20 12 120.98 ( 8.00) 9.53 
10.00-22 12 108.15 ( 7.00) 9.14 

3 8.00 10.16 


**Available later. 

f Factory shipment only. 
r Rugged Rib. 

# Flap not furnished. 





Form 50 WD 
TP 82 
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EA UT 





















O WI Page 5 
Subject to change without notice. Effective August 11, 1958 
NYLON COMMANDO NYLON C-T RIB HIGHWAY 
TUBELESS (PN 6645) _TUBELESS (PN 6638) Excise 
Ply Comparable Net Net Tax 
Size Ratin Tube Type Size Price Price 
7-17.5 3 7.00-15, 7.00-16 $37.75 oss. $3.25 
8-17.5 8 .50-15, 7.50-16 Tg 3.90 
-19.5 ts a. 0 6=—Sess—=<i—~*és 4.69 
8-22.5 10 7.50-20 75.91 77.01 5 80 
9-22 .5 10 8 .25-20 84.70 ($5.00)* 56.64 ($5.00)* 6.96 
10-22.5 10 9.00-20 _,, 104.13 ( 6.00) 8.41 
gameee> 8 0=—sCisM=E—“( ‘(COO RLO CCl ete 131.00 ' 3 
12-22 .5 12 1.00720 £@8£= = «q 8 =«s_ «aa 154.17 ( 8.00) 11.22 
11-24.5 12 16.0622 swine 138.22 ( 7.00) 10.97 
12-24, ARO 163.29 ( 8.00 





NYLON SUPER CARGO (PN 6618) NYLON C-T RIB HIGHWAY (PN 6634) 





NYLON C-T RIB HEAVY DUTY (PN 663 











8.25-20 12 93.09 .00)* $7.77 
9.00-20 12 112.07 ( 7.00) 9.27 
10,00-20 14 ] 7 ( 9.00) 10.94 
11.00-20 14 11.00 12.17 









10 .00-22 1 9.00 Bu 
11,00-22 14 (11.00) 13.58 
12 00-24 16 24.44 (15.00) 11.14 


*This indicates the dollar amount of the special temporary off-the-invoice allowance 
on certain size tires. To arrive at your net buying price deduct this special off- 


the-invoice allowance from net price shown, 
#Flap not furnished. The Gates Rubber Company - Denver 


Form 50 WD 
TP 8 cipocad 
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WI Page 6 
Subject to change without notice, Effective August 11, 1958 
Gr. Size Net Price 
VULCO HEAVY DUTY PASSENGER TUBES Excise 
Butyl (PN 6001 Tax 
7.00/7 50-14 $1.93 $0.25 
8.00/8.50-1 <Ae .30 
9.00/9 50-1! 2.10 35 
5 .60/6.00/6. 64 
C 6.50/6,70/7.10-15 1.89 .25 
C_7.00/7.60/8.00/8 20-15 18 





Natural Rubber 


C 6.50/6.70/7.10-15 2 6h 25 
cc 7.00/7.60/8.00/8 .20-15 3.05 31 
A_6.,00-16 2 33 





VULCO HEAVY DUTY TRUCK TUBES 


Butyl (PN 6920 


KK Com'l 15 (7.00-15) $2.43 $0.37 
6.70-15 Use Group C Passenger Tube 
H 7.50-15 2 .8¢ 37 
IL 8.25-15 4.09 55 
9.00-15 4 67 
0.00-1 7 
0-1 










SI OD GIO + 
SN 
in in O 
Oo 
™ 
—~j 
° 
° 
' 
~ 
r 
n 
" 
Ww 
We) 









7.00-17 2.0 41 
JJ -7.50-17 25 st 
0 7.00-18 3.29 41 
xx 0 
W 7.00-20 49 48 
YY  7.50-2 .O7 .58 
3 25-20 4.90 .69 
T 9.00-20 2.14 .82 
U 10.00-20 6.50 1.01 
D 11.00-20 7.65 1.23 
MM 10,00-22 7.05 i.d2 
NN 11.00-22 8.31 1,31 
V__12,00-24 1237 1.70 
= Uhh? 55 









9/10-22 .5* 6.78 
11/12-22 ,.5* 8.47 1,23 
11/12-24 ,5* 8 9% 1.29 
TUBELESS PASSENGER TIRE VALVES (PN 7021 
MND ss scene 28¢ each. Sie RR no as pas 35¢ 
2 Ser 28¢ each. an a 37¢ each 





All Passenger Tubes and Groups KK, H, J, G, K, and XX Truck Tubes must be ordered in 
carton lots only. Truck Tubes may be combined with Passenger Tubes in any quantity. 
*Heavy base tube for Tubeless Truck Tires. Requires no flap with Drop Center Tires. 
WI The Gates Rubber Company - Denver 


Form 50 W 


TP 








om 
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WI Page 7 
Subject to change without notice. Effective August 1l, 1958 





GATES TIRES AND TUBES - ADDITIONAL SIZES AND TYPES 


Ply TIRE BUTYL TUBE 
Size Rating Price Excise Tax Price Excise Tax 


GATES NYLON LOW PLATFORM TRAILER TIRES AND TUBES 


7.50-15 10 $ 53.49 $3. 


5 $2 .80 $0.37 
T.90=15 12 61.5 1 


2.80 sat 


5 
8 


pad § 





GATES NYLON ROAD GRADER TIRES AND TUBES 
Tread 


Design (PN 7013) (PN 7012) 


C 





7,.50-24 Front 
)7,00-24 Front 






FU (pO, 

.00-24 Rear B 10 95.40 (6.00) 4.99 7.08 95 
12,00-24 " A 8 117.24 ( 9.00) 6.20 8.76 boat 
13.00-24 " B 8 139.09 (11.00) 7.34 11.26 1.50 
13.,00-24 " B 10 152.99 (11.00) 8.05 11.26 1.50 

3.00-24 ] 7 8 .26 1. 

.00-20 0 ‘i 

.00-20 0 oe 
1400-24 B 8 164.14 (13.00) 8.45 11.26 1.50 
14.00-24 " B 10 176.54 (13.00) 9.48 11.26 1.50 

B ( 





GATES NYLON ROCK SERVICE LOGGER TIRES AND TUBES 


7.50-20 F 12 $ 84.19 $6.90 4.07 $0.58 
11.00-24 F 14 188 .03 (11.00) 14.18 Zz 48 435 
14 00-24 F 20 335.21 (23.00) 16.90 a4 2.33 

GATES NYLON EARTH MOVER TIRES AND TUBES 
Grip tread Type) 
14 ,00-20 D 16 $19.97 (15.00}$11.47 at .ao $1.95 
D 16 364.7! 24.00) 15 C : 





1800-24 E 20 662.14 (42.00) 26.75 50.00 N 3.59 
1800-24 E 2k 728.37 (46.00) 32.46 50.00 N 3.59 
18 .00-25 E 20 662.14 (42.00) 28.00 50.00 N 3.59 
1800-25 E 2 N 59 





*This indicates the dollar amount of the special temporary off-the-invoice allowance 
on certain size tires. To arrive at your net buying price deduct this special off- 


the-invoice allowance from net price shown. 


Form 50 WD N Natural Rubber The Gates Rubber Company - Denver 
TP 8 


— 
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50 WI 
Subject to change without notice. Effective August 11, 1958 


J 









TIRE BUTYL TUBE 


Size Ply Rating Price Excise Tax Price Excise Tax 





VULCO FRONT , TIRES AND TUBES 























630 (PN 6830) 
4 00-15 4 ei 1 $0.58 $1.64 $0.14 
4 00-19 4 84 -70 1.84 a We 
5 .00-15 4 13.84 Pe 1.91 27 
5 .50-1€ 4 ] 8 93 : e 
6 .00-16 4 79 1.06 31 .23 
6 .00-16 6 1.6 1.22 
GATES FRONT TRACTOR TIRES AND TUBES 
PN 7007 (PN 7008) 
4 ,00-12 2 $ 9.15 $0.41 $1.57 $0.13 
4 00-12 4 10.1 4k 1.57 13 
4-19 Single Rib 4 12.19 .70 L.f ay 
7.50-18 6 9. 76 2.02 2.90 239 
GATES REAR TRACTOR TIRES AND TUBES 
PN 7007 (PN 7008) 
8-2 4 $32 . 80 $2.35 3 kG $0.49 
9-24 4 39.38 2.78 5.07 .60 
4 7 
mn 
6 
4 
6 5.6 
4 
4 4. 1 8. 
6 4.90 8. 

3 DoD3 a ‘ 
11-36 6 1 6.22 5 eT 
11-38 4 5.86 10.1 1.32 
11-38 6 BE 6.53 10.12 1.32 
12-28 L 67.6 5.48 9.74 1.30 
12-28 6 9.1 6.18 4 1.30 
12-38 4 81.8€ 6.84 4 1.63 
12-38 6 .56 1.63 
13-24 Da is 
13-24 6 83.34 6.57 sas 
13-26 6 B49 6.84 10.9 1.40 
13-28 4 7.4 6.56 ) 1.32 
13-28 6 91.01 7.48 ¢ 1.32 
13-38 6 8.7 9.11 5.22 1.86 
6 6< 1 eg 
14-30 6 23.54 8.71 Le 1.77 

4-3) 6 l 62 7 2.00 
15-2 5 ; 1.86 
15-30 6 1 10.94 8 . 0€ 2.09 

6 2.3 


Form ‘ wl 





+ 
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Mr. ScuretzMann. And here is a copy of an invoice describing the 
same identical tires at a differential in price of about $20 billed to 
Miami Tire Sales, only charged through an open account of Gates. 

Senator Morsr. The invoice described by the witness will be re- 
ceived at this point in the record. 

(The document referred to is as follows:) 


EXHIBIT 9-F 


INVOICE 


THE GATES RUBBER COMPANY IN CORRESPONDENCE 
SALES DIVISION, INC. ae To 


———— 


: INVOICE 
CHARGE Coot, ones | Lass oOisTRicT USTOMER maT PAGE on “y NUMBER Dare 
TO MIAMI TIRESOLES INC a yx 109! 325 | 74361111 DN 9635 b5 O7 58 


| 7180 N W 27TH AVE 
MIAMI FLORIDA 


SHIP 
TO 
seg ROUTING — #3 = —_ - CHARGES 
. S } 4 : s | 
jwnee surrix KO CUSTOMER ORDER NO. | CUSY CATE | TERMS REMARKS jsnip wir wo. | | Quam. wen | DATE SCHEDULED | DATE ReQuesTec 
| } +1112 JUNE 2 OTHAERIL SALE 
QnoeneD icant ; “‘pascaieyion: pire ns ] aaa | SHIPPED ] “car” | eae TOTAL 
| t j jwe ] t ta 
3 |}670X15 4 AF DELUXE 6036) 0020 3 1; 67) 1665 49 95 
= 2 |8OOX15 4 AF OLX itil 16037) 0.28) | Bhd henge ntl S75 
43 |8OOX14 4 AF OLX TRL 6038/0005) /e “ 212) 2zby §: 90) 76CR 
fs |850X%14 @ AF DL Xx TEL 16038) OOU7 | oO i * 1 2 30). 2433 | 44; 99! 52 
f 1 |670X15 4 AF OLX TBL |6036/G020| 1 1 94 1l6bl ‘ 1d Bl 
| 2| |go0x16 @ aFo Ter wit | 6039/0005! |_2i| 2421 2709 35) 54 
1) 900K%20 10 CARGO }6615|0045 | l o| 58 7664 t! 64 
i 
|}LESS 600 PER ITEM 6869 | ; ' 6 GC 
___2| | 700x15 6 NY CARGO | 6616/0010! 21} 269 2666 | 1 57 24 
| 7} }600X16 6 NYL CARGO | 6616/0012) 7 2.13) 1948 13€: 36 
AA } | 750X%20 8 NYL CARGO | 6616) 0039 gs 2 # 19° 5286 70: 105: 76 
750X20 LONYL CARGO | 6616| 0043 4 5 4 95 6162 y' 308 10 
| 1} 625xX20 10 NYL CARGO | 6616/0044 1 5 81) 7174 71) 74 
- Cail : | \ 
PLEASE REPORT ANY SHORTAGE OR DAMAGE IMMEDIATELY EXCIGE TAX | | INVOICE TOTAL 


SEE REVERSE SIDE FOR TERMS AND CONDITIONS 
PLEASE MAIL ALL REMITTANCES TO YOUR SERVICING WAREHOUSE 
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INVOICE 
THE GATES RUBBER COMPANY Meo nee 
Sm SALES DIVISION, INC. “ To 
- : on Be . : cs : INVOICE 
canteen leooe! a. | CLASS | DISTRICT | customer [mur [PAGE sacs. | NUMBER DATE 
TO | MIAMI TIRESOLES INC | 3) x | 09 | 325 | 7436 | T D2 DN| 09635 b5 07 Se 
SHIP 
TO 
ROUTING CHARGES 
® ? T - o . 
ouDanaD uae | DESCRIPT! ° ~ | poraeeng pa | SHIPPED — | sae = TOTAL 
/ LESS 500 PER ITEM 6869 5! OOCR 
4 a 
#3 |1200x20 12 N carGo  _|e61e/o060! © | 2: | 9 53\ 12921 | *! 258 wacd’ 
LESS 600 PER ITEM 6869 | | 16! 00 
(2] |1000x22 12 N CARGO |6616/0062| © 2: | 9 ae aasba | *! 2321 02% 
ILESS 700 PER ITEM leas! | 14'-006R 
F #) |1100x20 12 N S CARGO 6618/0060| oO 4 10:40, 13873 |4 | 554: 92 
| TLESS 800 PER ITEM |6869) | 32) OOCR 
—2| |G aa __pass 16801/06051 facenithh—t-h h 
1s] [GRA PASS 6801 | 0606 | 14: | 23} 166 | 231 52 
64 GR C PASS 6801| 0655 64 | 25} 189 120! 96 
22 GR CC PASS 6801/0705 22 | | 31) 226 47! 96 
a2! |ek uw Rk 16820! 0090! Lae 101! 656 / 
| EXCISE TAX | | INVOICE TOTAL 


PLEASE REPORT ANY SHORTAGE OR DAMAGE IMMEDIATELY 
SEE REVERSE SIDE FOR TERMS AND CONDITIONS 
PLEASE MAIL ALL REMITTANCES TO YOUR SERVICING WAREHOUSE 





west 


oR 
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| INVOICE 


THE GATES RUBBER COMPANY IN CORRESPONDENCE 
| SALES DIVISION, INC. REFER TO 


— y 
| 


INVOICE 


| CHARGE oS aes LASS DISTRICT sTOMER | MKT. PAGE | - nuMeER pate 
| 7 MIAME TIRESOLES INC 3 JX | 09 | 325 | 7436 | T 03 DN] 09635 bs Q7 5b 
| 

SHIP 
( TO 


ROUTING 


CHARGES 
® + + 
| west.) SUPFIX © USTOMER ORDER WO. | CUST DATE | TERMS REMARKS SHIP WITH HO QUAN. REL DATE SCHEDULED | DATE REQUESTE 
| PRODUCT BACK | excise UNIT 
> RED u iP 
ORDEREC nit DESCR TION NUMBER ORDER SHIPPED TAX PRICE TOTAL 
| r + } } } } 
. GR MM TRK 6820/0091 ~ 1} 12 705 26; 20 
} 
| 
| 
| 
+ + + + 4 
| 1 \ 
| : gol 
j PLEASE REPORT ANY SHORTAGE OR DAMAGE IMMEDIATELY |__EXCISETAX | | INVOICE TOTAL 


SEE REVERSE SIDE FOR TERMS AND CONDITIONS * 
puck? wait ALL REMITTANCES TO YOUR SERVICING WAREHOUSE 172: 75 1: 988 72 
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Mr. ScuretzMann. Here is a copy of a cashier's check in the amount 
of $7,975.66 drawn on our bank account to pay for the merchandise 
ordered through the dubious means of Mr. Stewart. 

Senator Morse. The check as described by the witness will be re- 
ceived in the record at this point, along with other documents, 

(The documents referred to follow :) 


ExuHiBIT 9-G 
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Mr. ScuretzMann. We had about seven or eight other instances 
exactly like this, Senator, and I finally called on Mr. McDowell 
after about 4 or 5 months of this, in Denver, who was the sales 
manager of Gates. I told him I felt there obviously might have 
been something wrong with this. We had been buying tires, and if 
we wanted to charge them to our own account they would be ap- 
proximately $115, and if we bought the same tire through the so- 
called mechanics they would cost us $84, and I asked him the rea- 
son, and he said they had many other small dealers around the coun- 
try they couldn’t do it for. 

I said so far as I was concerned, I was no longer interested. Not 
only that, but it is impossible for us to operate a business on selling 
or buying c.o.d. and selling on credit, and that was the result of 
my giving this testimony. 

Senator Morse. One question: Did you say that one of the re- 
sults of that arrangement that you made with Gates Tire Co. was 
that they sold you these tires for a period of time, and then when 
they found out who your prospective customers were, they dropped 
you as a distributor and then went directly to your customers? 

Mr. ScuretzMann. That is true. In fact, one of my customers 
threw the so-called salesman right out of his office. He told him he 
didn’t want to have anything to do with it. He had always been 
buying tires with us, and they couldn’t possibly service the tires from 
Denver in the manner in which we were accustomed to, because we 
keep all their records for them. We have all their units right on 
our property, do the mounting, dismounting, et cetera, and Gates 
couldn’t do that. 

Senator Morse. Mr. Foley, any questions? 

Mr. Fotry. How many customers do you estimate you lost to 
Gates ? 

Mr. ScuretzMann. I actually didn’t lose any because I brought 
this thing to a halt before it got too bad. I haven’t lost any. 

Mr. Foury. As I understand it, you would solicit an account, is 
that correct ? 

Mr. ScuretzMaNn. That is correct. 

Mr. Forey. And then Gates Rubber Co. would ship the tires to 
you but bill them to the account ¢ 

Mr. ScuretzMANNn. That is right. 

Mr. Fotry. You would not be billed ? 

Mr. ScuretzMann. That is right. In other words, actually no, I 
wouldn’t say we wouldn’t be billed—we wouldn’t be billed directly 
as the invoice shows. The order was placed in the name of a com- 
pany ; the tires 

Mr. Fouey. Trucking company. 

Mr. ScuretzMANN. The tires were shipped to us and had to be 
paid by us, c.o.d., although the invoice was billed to a company. I 
guess that was to protect them, I suppose. W e have one instance, 
we gave them the name of a company that didn’t even own a truck, 
and shipped those also. 

Mr. Foury. The c.o.d. price to you was lower than in the normal 
course of business ? 

Mr. ScurerzMann. Definitely; approximately $20 to $30 a tire, 
depending on the size. 
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Mr. Fotry. Were there other Gates dealers in Miami at this time? 

Mr. SCHRETZMANN. Yes, they were. 

Mr. Fotrey. Were they getting this arrangement ? 

Mr. ScurerzMaAnn. No, sir, not to my knowledge anyway. 

Mr. Fotry. That, Senator, is a possibility of a violation of the 
Robinson-Patman Act. 

Senator Morse. We will investigate it. 

Anything further ? 

Mr. Forry. I have nothing further. 

Senator Morse. Thank you very much. This has been very helpful. 

Mr. ScHrRETZMANN. Thank you, Senator. 

Senator Morse. The next witness will be R. E. Shaub, Shaub- Ellison 
Co., Tacoma, Wash. 

I sort of feel I am inviting a neighbor to take the witness stand. 

We are very glad to have you, Mr. Shaub. 


STATEMENT OF ROE E. SHAUB, SHAUB-ELLISON CO., TACOMA, 
WASH., REPRESENTING THE WASHINGTON STATE TIRE DEALERS 
ASSOCIATION 


Mr. Suavus. My name is Roe Shaub. I am the owner and operator 
of Shaub-Ellison Co., an independent tire dealer near Tacoma, and I 
am here at the request and the expense of the Washington State Tire 
Dealers Association. 

I have here two letters from two independent tire dealers from the 
State of Washington, one from Spokane and one from Seattle, which I 
would like to have included in the record, if I might. 


Senator Morse. We would be glad to have you insert them in the 
record. 

Mr. Suavs. The first is one from Ross, Inc., Spokane, Wash. 

Senator Morss. The letter will be received in the record. 

(The letters referred to are as follows:) 


EXHIBIT 10—-A 
Ross, INc., 
Spokane, Wash., June 12, 1959. 
Mr. R. E. SHAUvB, 
Statler Hotel 
Washington, D.C. 


Dear Mr. SHAUB: Here are some of the things that we feel are very unfair in 
the tire business. They are situations that we cannot meet except at a great 
monetary loss. On the other hand, unless we do meet these conditions we are 
without customers. Because of these sharp practices, we have been operating 
at a loss or near loss each year since 1952. I might add to establish our posi- 
tion in the industry we are over a $400,000 annual dealer. 

We are forced by direct major company selling to sell at a price below our 
cost for which we are reimbursed 5 percent for handling the sale. 

National account billing has eliminated us from servicing national accounts 
that would like to do business with us but can’t, because of special price and 
billing consideration of major rubber companies. 

This past year we found many truck tire sales direct to consumers at prices 
below our manufacturers manufacturing cost by about 30 percent. The net 
selling price to the consumer was less than half our buying price. 

We are given list prices and established trading prices to sell from that give 
the customer a discount from 25 percent to 3344 percent. We are told that these 
are only recommended prices and that we can charge whatever we like. This is 
fine until someone comes in from another county and says they were quoted a 
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price off a printed list. I do not mean that everyone should pay list price. 
Neither should everyone get a 25 percent discount just because a manufacturer 
feels that it is a good way to stimulate sales. 

We find tiiat the mold manufacturers are selling equipment to the tire manu- 
facturers at 20 to 25 percent below the dealer buying price. One mold salesman 
of a distributor of equipment tells me that he is required to service such deals 
just as if they were a Sale to an independent. 

Should I be able to help you further please write or call me. 

Very truly yours, 
Ross A. GoopRIcH. 


ExHIBIT 10-B 


COMMERCIAL AUTOMOTIVE SERVICE, INC., 
Seattle, Wash., June 11, 1959. 


Mr. R. E. SHAUB, 
Shaub & Ellison, 

Goodyear Distributors, 
Tacoma, Wash. 

Dear Mr. SHAUB: Representing the Northwest tire dealers, I think you should 
be familiar with the abuses by the industry affecting independent tire outlets. 

One of the most flagrant conditions is where major rubber companies make 
direct quotations to large corporations at prices which we are unable to live with 
because of our rising labor costs, etc., resulting in many cases of losses in our 
operation. 

As an example the major rubber companies made.a direct quotation to Hertz 
Drive-Yourself Corp., quoting 50 and 10 on truck tire recaps, and 50 on pas- 
senger tire recaps. In Seattle, these prices are approximately our costs because 
of high labor rates. Also, the rubber manufacturers bill the new tires direct 
and pass us a credit of 10 percent and then request us to do all the mounting 
and demounting free of charge. 

Representatives of the rubber companies usually make the statement that it 
was necessary for them to make this quotation to be competitive with others. 
This goes on and on until now approximately 25 percent of our billing is going 
‘to large firms on national account basis, which to us is profitless business. 

I feel it is very unfair for any rubber company to make direct quotations to 
any corporation user of tires without first getting the approval of the local 
dealer who must carry this merchandise in stock and service the account. If 
our Government knew of the quotations made by the rubber manufacturers 
directly to these corporations and also knew of local corporations in our city 
that have to compete with these so-called national corporations, I think they 
would frown on such practices by these tire manufacturers, ultimately request- 
ing them to cease and desist in quoting prices that would result in not only un- 
fair competition as mentioned above, but would then give the independent tire 
dealers of America an opportunity to quote and run their own business. 

In closing, I am stating that I don’t think that any of the tire manufacturers 
are desirous of making these quotations, but one gets greedy for more volume 
and the others are then forced to be competitive. The Government ruling would 
quickly eliminate such practices and not hurt anybody but the big corporations 
who are receiving these ridiculously low prices to which they are not entitled. 

Sincerely, 
FRANK HAWKINS, President. 


Mr. SHavs. My own statement is as follows: 

The practice of rubber companies selling direct to commercial ac- 
counts goes back a long way. 

Today this practice makes our major supplier of tires our worst 
competitor. An independent tire dealer never knows when his best 
accounts, the ones he has spent years in developing, may be taken over 
by a rubber company and supplied on a national account basis on 
which his commission would be only a fraction of the profit he for- 
merly made. 

The first account that I can recall is the Pacific Telephone Co. 
Originally our company sold tires directly to the telephone company 
on the same price and service basis as any other commercial com- 
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pany. After the telephone company was sold tires direct by the rub- 
ber companies, our sales commission was reduced from approximately 
24 percent to the present approximate 8 percent we now recelve as 
shown by the rebate credit issued us by the Goodyear Tire & Rubber 
Co., and which are attached.® 

Since that time practically every large commercial account having 
offices and factories in various parts of the country has been taken 
over and sold directly on a national account basis. 

In almost every case our company solicited the account many years 
ago, sold them on the desirability and economy of using Goodyear 
Tires and Shaub Ellison service, only to have the Goodyear Co. take 
them over and pay us a sales credit of 11 percent instead of the 24 
percent we formerly received. 

Companies, such as our own Shaub Ellison Co., originally de- 
veloped this business and are responsible for the national accounts 
now purchasing Goodyear tires. In most cases, as far as our own 
business is concerned, mean inniie no sales calls are made to the na- 
tional accounts we supply, by direct representatives of Goodyear. The 
national accounts’ only contact with the Goodyear Co. is through our 
own salesmen. 

Our company developed the business, sold them on Goodyear tires, 
only to have Goodyear contact the head office of the concern and offer 
them a national account price. The only knowledge we had that such 
a procedure was in process was when we received a “notice such as those 
shown here, that the company had been placed on a national account 
basis and that from then on, we would bill Goodyear for any tires 
the company purchased from us and notifying us our commission 
would be 10 percent of their BB3 price. This would net us about 11 
percent. 

In many cases the rubber companies not only sell the national ac- 
counts tires on a low pr ice basis, but they offer the national accounts 
tire recapping and repairing at a lower price than we quote, telling 
the national account this price is available through our company. In 
the case of recapping, no commission is paid by Goodyear, no lower 
price is offered us for camelback to compensate for loss in profit and 
no arrangement of any kind was ever made with the dealer to secure 
his consent to giving the lower price before such price was quoted. In 
our own case we have never recognized such quotations made by rub- 
ber companies to national accounts for recapping and tire repairing. 

This practice of quoting low prices to national accounts is most 
detrimental to independent tire dealers like ourselves who have de- 
veloped their business on a service basis. 

As an example, a large part of our own business is connected with 
the logging business. Since the very beginning of our business, 39 
years ago, we have been vitally concerned with giving tire service to 
our customers. This service, in the logging industry, means sending 
our service trucks to the logging camps some of which are 100 miles 
from our place of business. Our service includes mounting and de- 
mounting tires, taking wheels off and replacing them on trucks, and 
trailers, keeping dual tires matched as to size, repairing flat tires, and 
airing all tires on all the various pieces of equipment once each week. 





® See exhibit 10—D, beginning on p. 190. 
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In some of these camps this work is all done between 4 p.m. and 
midnight, when the equipment is not in use. In some road construe- 
tion work our service trucks are at the construction sites by 4 a.m. to 
insure the equipment being in good shape when the operators take 
over. 

As you know, large truck tires are of vital importance in logging 
and construction work. Not a single log is delivered to the mills 
which hasn’t had some transportation on tires. 

This tire service in our own case is included in the price a concern 
pays for its tires. No extra charge is made for tire service. That’s 
the way we built our business and that’s the way we operate now. Tire 
service is of vital concern to our customers and in many cases that is 
their reason for doing business with us. 

It is not difficult to understand the very serious trouble which arises 
when a rubber company offers a large lumber concern a price on tires 
very considerably below the price we have been selling this lumber 
company. In some cases they offer the national account mounting and 
demounting service at no extra charge. This national account price 
offer disrupts our entire business procedure, and in absolutely no case 
were we ever consulted before the national account price was offered. 

As a general rule the national account price includes no service 
whatever except delivery of the tires to the national account garage. 

The commission allowed by the rubber companies on national ac- 
count business is far below the cost of doing business. Over the years 
we have found it necessary to make a gross profit of about 23 percent 
on truck tires and 25 percent on passenger tires. This, with services 
which are largely labor, such as tube repairing and wheel balancing, 

make it possible for us to operate on a profitable basis. 

No tire dealer could remain in business if all he had was national 
account business. This national account business must be subsidized 
by profits from business concerns not in the national account class. 

Most independent tire dealers would be happy to operate on a basis 
which would show them a net profit after income tax equal to the net 
profit percentage shown by the major rubber companies. Most rub- 
ber companies show a net profit of about 4 percent after taxes. 

Getting back to the accounts the rubber companies are offering to 
sell direct allowing a dealer a very small commission for securing the 
business, are schools, cities, counties and States. Rural schools and 
some not so rural schools now operate large fleets of buses. Formerly 
these buses were all equipped with tires sold by independent dealers. 
Now they are offered tires at prices, in many cases, below the national 
account price and a commission of about 5 percent or less is offered the 
dealer for obtaining this business which he originated. Cities, coun- 
ties and States are offered tires which return the dealer such a small 
commission that in mgst cases dealers are no longer interested in 
soliciting this business. However, cities and counties are most de- 
sirous of buying their tires through local dealers, knowing that these 
dealers are constantly being assessed increasing local taxes. 

I have heard other dealers describe instances of direct selling by 
the tire companies at prices below the cost to an independent dealer. 
There is another angle to this national account business which makes 
it desirable from the point of view of the rubber companies. In many 
cases the national account price plus the dealer commission, affords 
the rubber company a higher price than he gets from the independent 
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dealer. As an example, many national accounts are sold truck tires 
at a discount of five tens off the list price. 

In the case of a 1000 by 20 nylon highway tire, which is a popular 
size, the list price is $211.85. Deducting a discount of five tens, the 
nationai account would pay $125.11 net for this tire. In the case of a 
Goodyear dealer, the commission would be 10 percent of BB3 or $12.87. 
Subtracting this commission from the net amount paid by the national 
account would make a net amount of $112.24 to Goodyear 

In our own case, subtracting all discounts and allowances our net 
cost of this same tire would be $97.82. 

The rubber company, therefore, in the case of a 1000 by 20 tire sold 
to the St. Regis Paper Co. or the American Smelting & Refining Co. 
is making $14.42 more by selling these accounts on a national account 
basis than they would by selling the same tire to our company. 

This national account business by the rubber companies goes back 
a long way, but it was practically discontinued during and im- 
mediately following World War II. For a short time after the war 
there were very few national accounts, but in recent times it has 
greatly been expanded. 

On May 1, 1959, we received notice in one mail of 10 additional 
companies which had been added to the Goodyear national account 
list. Names of these accounts are as follows: 


Sylvania Electric Products, Inc. | Lease Motor Vehicle Co. 

J. P. Stevens Co. Dixie Drive It Yourself System 
Slocum-Broeger Car Lease Corp. Bethlehem Steel Corp. 
Owens-I]linois Glass Co. National Distillers & Chemical Co. 
Universal CIT Credit Corp. Peterson Powell & Heather 


These were all notices we received in one day. 

Some of these companies have only one representative with one car 
in Tacoma, yet we are notified that such a company has been informed 
its Tacoma representative can pick up his tire requirements from our 
company at national account price even though our consent was never 
asked. 

The national accounts themselves are in no way to be criticized for 
accepting the low prices offered by the rubber companies. The fault 
is entirely with the rubber companies. One rubber company offers a 
national account price to some commercial account and this price then 
is met by the other rubber companies. Each company blames the 
others for the present, chaotic condition. The result is the profits of 
the independent dealers are squeezed to the vanishing point on this 
type of acc neg 

Of the $102,598 in truck tire sales our company has made from 
January 1, 1959, to June 1, 1959, $26,352 or 25 percent has been to 
national accounts. 

A list of the national accounts we have sold this year is attached. 
Also attached are photo copies of rebates and credits received on part 
of our sales to national accounts.’ 

That completes my testimony. 

Senator Morse. All the memorandums, lists, and exhibits referred 
to by the witness will be incorporated as part of his testimony. 

Mr. Suavs. Yes, sir. 





7 See exhibits 10—C, p. 189, and 10—D, pp. 190-211. 
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Mr. Suavs. I would like to just say this, sir: that we are not one 
of those who feels that the tire business is particularly on the way 
out. We feel that there is a very good future for the tire business 
and we want to say that the Small Business Administration has been 
very helpful to us in the past. 

We have had other conditions that have been bad and they have 
been corrected. For instance, it was impossible for us for many years 
to recap Army tires, but in the last few years this capping has been 
made available. We in our own shop are recapping $1,000 for the 
Mountaineer Ordnance Depot at this time. 

Senator Morse. That was a result of a considerable amount of 
agitation here on the Hill in respect to not only that infringement of 
private enterprise territory, some of us felt, but the infringement of 
the Military Establishment on a great many other private enterprises. 

You may recall that 2 or 3 years ago there was considerable in- 
sistence in Congress that the ‘Pentagon Building give up a good 
many of its activities that were really in competition ‘with private en- 
terprises in the various areas of the installations which could just 
as well be handled by business enterprises, and I think this recap 
problem was one of them. 

Mr. Suavps. That is right. 

Also, the help that has been given in discontinuing certain types of 
advertising by the Federal Trade Commission which have been mis- 
leading. 

Senator Morsr. You have been very helpful, Mr. Shaub. 

Any questions ? 

Mr. otEY. Mr. Shaub, on page 2, you use the expression “camel- 
back.” I think it may be helpful if you would explain what camel- 
back means in the recapping business. 

Mr. Suavus. Camelback is the crude rubber or synthetic rubber 
which is used in retreading tires. 

Mr. Fotry. If you would explain briefly in your own words why you 
continue to accept and to handle and service national accounts. 

Mr. Suavs. The tire business, and the recapping business is all in 
the same category. It is all in the same ball of wax. While the tire 
business itself may be unprofitable, the recapping business is still 
profitable, and we would carry on a tire business in order to get 
the recapping business. We recap about 30 truck tires a day in our 
shop, and the recapping business is very profitable, and we want to 
hold that. 

Mr. Fortry. You would be recapping them for some of these na- 
tional accounts ? 

Mr. Suave. That is right. We don’t accept Goodyear’s quotations 
in national accounts. The ones we do, they pay what we asked for. 
We also feel that this will be worked out. We don’t feel it is a hope- 
less situation. It will be corrected. If the rubber companies would 
pay us the same profit we are getting now, if we would take a national 
account, that would be all right. No one would criticize such a proce- 
dure. 

Mr. Fotry. That is all I have, sir. 

Senator Morse. Thank you very much, Mr. Shaub. 

The exhibits referred to by Mr. Shaub will be included in the 
record at this point. 
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EXHIBIT 10—C 


List OF NATIONAL ACCOUNTS SOLD JANUARY 1, 1959, TO JUNE 1, 1959 


Continental Baking Co. 


American Smelting & Refining Co. 


Weyerhaeuser Timber Co. 
Shell Oil Co. 


Pacific Telephone & Telegraph Co. 


Lease Motor Vehicle Co. 
Pacific Fruit & Produce Co. 
Carter Oil Co. 

St. Regis Paper Co. 





Foremost Dairies, Inc. 
American Chicle Co. 
Chrysler Corp. 
Westinghouse Electric Corp. 
Waters Equipment Co., Inc. 
U-Haul Co. 

Kaiser Gypsum Co. 

Emkay, Inc. 
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The next witness will be Mr. William Sable, Tire Distributors, 
Inc., Pittsfield, Mass. 

Weare very glad to have you with us, too, Mr. Sable. 

Mr. Saste. Thank you, Senator. 

Senator Morse. You may think this is cumulative, but let me tell 
you it is also effective. Weare glad to hear you. 

Mr. Saste. I know it is very repetitious to hear the thing repeated 
constantly. 

Senator Morse. There is no other way to make a record. 

Mr. Sastre. Yes, sir. 


STATEMENT OF WILLIAM SABLE, TIRE DISTRIBUTORS, INC., 
PITTSFIELD, MASS. 


Mr. Sate. It costs us 28 to 30 percent to operate an efficient, inde- 
pendent dealership. 

Dual distribution, or direct selling, forces us into a 5 to 10 percent 
markup. Company-owned stores are now also cutting into our re- 
eames by passing on 40 to 50 percent discounts plus free service to 
commercial accounts. 

We have a construction operation in Pittsfield that we have sold 
for years incorporating road service and tire maintenance into the 
purchase price of their tire needs. Their total gross average pur- 
chases were $20,000 per year. An analysis of this account showed 
that we made a gross profit, including labor costs, of only 4 percent. 
B. F. Goodrich company-owned stores have cut prices by 15 to 38 
percent, depending on tire sizes. Their store manager admitted to 
me they were losing money on this account. However, they were get- 
ting volume which was what his company was interested in. 

nother account engaged in over-the-road trucking can and does 
buy his large tires at $25 or $30 less per unit than I can from the same 
suppliers. This has been going on for quite some time with the larger 
truckers. Now our smaller accounts, one to six unit operators, can 
buy their needs direct within 5 to 714 percent of my cost. In some 
cases, only one or two tires are all that are involved. 

Senator Morse. I think it would be helpful if you have had any 
conversations with them, if you would make a brief statement in this 
record as to what these tire companies’ representatives say to you as 
you call attention to what, in your opinion, is a very damaging effect 
of their activities. What is their alibi? 

Mr. Sasie. Well, they have only one answer. As a store manager 
they are responsible for volume, and as long as they get the volume, 
that is all that really interests them. 

However, I was going to elaborate on that a little bit more because 
I have kept constant pressure on them, and I believe the fact that 
this committee had some hearings scheduled for it has made them 
take a little notice, and they have since had this same construction 
company—well, I should say all they did was present him with a con- 
tract, a service contract, and they are trying to obtain $350 a month 
for the free service that they are now rendering. For that $350 a 
month they will assign a man and truck exclusively to the needs of 
this construction company. 
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Of course, that doesn’t begin to pay for it, and in addition to that, 
it is not a yearly contract. It is just a contract that can be terminated 
at any time. 

In other words, the construction company up in Pittsfield might 
work 4 or 5 months out of the year, and for 4 or 5 months he will pay 
the $350, and for the rest of the time there will be no contract, and 
whatever service he requires from that period on will also be taken 
care of on a free basis. 

This contract, to my way of thinking, is only a contract in name 
because although it was delivered to the company almost 6 to 8 months 

ago, it has never been signed, never accepted, and the service is still 
rendered. 

I have discussed this matter—the direct selling—with various 
other rubber companies. I started up in 1943; we were originally the 
Kelly-Springfield Tire Co.; we originally did business with the Kelly- 
Springfield Tire Co. ., and at one time when we got an allocation of 
tires, [ made a survey of the market, to try to find independent gaso- 
line stations that I could sell to, that were independently owned, that 
would perhaps remain customers of mine after the war. And these are 
the accounts that we serviced. 

We found that the average station in our area—there was the Sun 
Oil Co. dealer, who owned his own place, he didn’t have any ties with 
the oil company, and we proceeded to sell this station. 

Shortly after the war, Sun Oil moved into the market and opened 
up one or two company-owned stations, and then started looking for 
some tire distribution. Kelly-Springfield supplied the Sun Oil Co. 
with their tire needs on a direct basis. We, of course, lost all our Sun 
dealers, because the pressure was put on the boys, “You want your 
black top driveway down; you want a few things done with the front 
of your building. You play ball and you will get these things.” 
Nothing in writing, the threat was always verbal. 

So before I did anything about the situation, I went to see Mr. 
Edmund Burke, the president of Kelly-Springfield Tire Co., and he 
told me, “Now look here, Bill, we have to have this business. It is a 
must order to keep our mill- door price down. We have so many units 
we must get out a day, and so much money we have to make on each 
unit. However, within a year, the Sun Oil Co. will not be buying the 
Kelly-Springfield tire as such, but it will be called the Sun tire. 
They will have their own private label, and you won’t be hurting as 
badly in the market.” 

My big complaint to him was that when I first took the Kelly- 
vote field line on, it was unknown in our area. I spent thousands 
of dollars advertising, and pushing that thing, and finally got the tire 
to where it had an acceptable position in the market. = were not 
No. 1 in our market, we were at least No. 2 dealer in that area. 

I was pretty muc h annoyed with it. However, I agreed to go along 
with Mr. Burke’s suggestion that we be patient for a little while, that 
the thing would be corrected. 

As of this date it has not been corrected. Sun stations are still sell- 
ing aey- Springfield tires. We have since left Kelly-Springfield 
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I have discussed direct selling with a supplier that we took shortly 
after the Kelly-Springfield franchise, and the suppliers all take the 
same attitude, “Now look, this is plus business.” 

I said, “If we get into the habit of taking this little piece of busi- 
ness at a 5 percent markup, pretty quick every account we have will 
be plus business at a 5 percent markup and we just can’t live with 
that. It costs us too much to operate.” 

And I have seen this thing continue through the years and get- 
ting bigger and bigger and bigger. And most of it stems through the 
company-store operations. They will go out and take a tire and sell 
a tire to an account regardless of whether there is a profit or not, just 
to move the unit. And 56 miles away from me, in Springfield, Mass., 
in the last 2 years, I have seen three independent dealers go out and 
three company stores come in. There is only one independent left in 
Springfield, Mass. 

The Firestone Tire & Rubber Co. in Pittsfield bought a lot last year 
for $80,000. The store manager said they are going to spend a quar- 
ter of a million dollars to put this store in. They have a store pres- 
ently located on the main street in Pittsfield, but they are going to put 
a real elaborate tire setup in. 

Now, we are living in a depressed region. Berkshire County is 
noted as an area that is pretty hard hit. “Tf it were not for the Gen- 
eral Electric Ordnance Co. adding a few people here and there, our 
employment picture would be down considerably. All of the mills 
have moved out. How can a company warrant a quarter of a million 
dollar expense in an operation like that unless they are planning to 
use it as atax break? That is the only way we can look at it. 

If I may, Senator, I received a telegram today from the Chairman 
of the Resolutions Committee of the New England Association of Tire 


Dealers: 
EXHIBIT 11 


The New England Association of Independent Tire Dealers representing 280 
small businessmen voted on August 24, 1957, to ask Congress to investigate the 
tire industry, direct selling competition, because of misleading advertising, 
direct selling, increase of company stores and direct competition, frequent 
changes of lines, designs, and discounts, and all other unfair and unethical busi- 
ness practices. 

This resolution was urged to protect the independent tire dealers’ business 
future. Illness forces me to be absent from these hearings, but I wish to state 
the fact that the manufacturers’ direct selling is forcing more and more tire 
dealers to lose money and eventually to lose their accounts and half their busi- 
ness and their businesses. 


Please have this item inserted in the record. 
IRVING KATz, 


Chairman, Resolutions Committee, New England Association of Inde 
pendent Tire Dealers. 


Senator Morse. Mr. Foley, do you have any questions ? 
Mr. Forey. I have no questions. 
Senator Morse. Thank you very much, Mr. Sable. 


ADDITIONAL STATEMENTS SUBSEQUENTLY SUBMITTED FOR THE REcoRD BY WILLIAM 
SABLE, TIRE DisTRIBUTORS, INC., PITTSFIELD, MASS. 


Gentlemen, I am William Sable, of Tire Distributors, of Pittsfield, Mass. I 
have additional information that I forgot to give in my original statement. 
About a year and a half or 2 years ago, the B. F. Goodrich Co. purchased a 
chemical plant in Connecticut. As many other large companies, they are 
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diversifying themselves and this was one of the recent moves made by them. 
This chemical plant used a considerable amount of lime in their process. 
This lime was hauled by a few small truckers from the U.S. Gypsum Co., in 
Chesire, Mass. to the Connecticut plant. Shortly after taking over this plant, 
the B. F. Goodrich Co. truck and bus man, John Formel, called on me and told 
me that now might be a good time for me to become a Goodrich dealer, because 
they were going to put the heat on these boys that were hauling lime into 
their new plant and that they were going to insist on reciprocity or else they 
would lose the privilege of carrying lime into the plant. I didn’t buy this, I 
didn’t feel as though I wanted to be a part of it. So I just let things go 
their own way. Shortly thereafter, I made a call on Mr. Philkins, of the 
Philkins Transportation Co., in Pittsfield, Mass. One of the three small haulers 
of the lime to the Connecticut plant and he informed me that although for many, 
many months he wished no part of the B. F. Goodrich Co., because he was 
pretty much annoyed with Mr. Formel, who formally was a store manager. 
Mr. Philkins about 5 or 6 years was not recognized as the best paying account, 
had pressure put on him by Mr. Formel to make him pay his bill, and because 
of this, he said he would never have anything more to do with the B. F. Good- 
rich Co. When I called on him a few months after the visit I had with Mr. 
Formel, he said, “Now what do you think of this?” That company has now 
become my largest customer and Mr. Formel told me, I either had to buy Good- 
rich tires or else. At that particular moment he was pretty much incensed 
because evidently this conversation had just transpired between him and Mr. 
Formel, and now he said that he’s just not going to do it. A few days after my 
visit with Mr. Philkins, I paid him another visit with an attempt to get an order 
that I knew was there, and Mr. Philkins informed me that in view of the 
situation the way it was, even though he was unhappy with it, he was left no 
alternative, but to buy Goodrich new tires. 

In addition to Mr. Philikins, there was a Mr. RhineMiller of the RhineMiller 
Transportation Co. of Adams, Mass. He, too, hauled lime into this chemical 
plant in Connecticut that had recently been taken over by Goodrich. He, also, 
informed me that although he is unhappy with Goodrich and this service is 
terrible and that he would like to deal with me, he is restricted from doing 
this and could only buy from the B. F. Goodrich Co. because of the reciprocity 
threatened. Mr. Raney Como, of Adams, Mass., the owner of the Como Truck- 
ing Co., another small operator hauling lime into the Goodrich plant received 
the same dose of treatment. Now it seems to me that there should be some- 
thing to protect the small independent dealer from actions of this sort by 
the larger rubber companies. I don’t know for sure whether this stems 
from high policy, but I do know that Mr. Formel informed me that this came 
from Akron itself. He had the list of who to see, how much tonnage they 
carried and what he should tell them they were required to do. Also, in my 
original testimony, I stated that in Springfield, Mass., which is 56 miles from 
my hometown, there were formerly four independent tire dealers handling dif- 
ferent brands of tires, and in that statement I stated that now there is only 
one, that three have been taken over from the previous owners, two by outright 
purchase, and one that they just moved in and took over because of the ina- 
bility of the owner to continue operation. The reason I mention this again 
is that I have in my possession, and I wish to attach to this additional state- 
ment, a telegram’ from William J. Kreuter, president of the Western Massa- 
chusetts Wheels Club of Springfield, Mass., company-owned operated stores 
way underselling dealers, upsetting the market, selling large-owned fleets direct 
under our buying price. I know that this practice has injured the few remain- 
ing dealers. I know for a fact that the U.S. Rubber Co. representative called 
on me and told me that U.S. doesn’t know just what their going to be able to do 
with the truck-tire picture in Springfield because their dealer is now the only 
independent, and he is certainly not getting anywhere near the amount of 
business he formerly enjoyed and U.S. is frankly worried about it, and they 
may have to do something that may upset the market even further. 


Senator Morse. At counsel’s suggestion I call on Mr. Jack Baxter, 
Jack’s Tire Service, Beaumont, Tex. 

Weare very glad to have you, Mr. Baxter. 

Mr. Baxter. Thank you, sir. 





1 Retained in committee files. 
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Senator, since I have come to this hearing, I had a written state- 
ment here that I intended to read, but I would rather say what I 
have to say in my own words. 

Senator Morse. You may proceed in your own way. 


STATEMENT OF JACK BAXTER, JACK’S TIRE SERVICE, 
BEAUMONT, TEX. 


Mr. Baxter. I am Jack Baxter. I am the owner and operator of 
Jack’s Tire Service in Beaumont and Port Arthur, Tex. I have been 
in business for 13 years myself, have been associated with the tire 
business in that area for, since 1933, I think it is 26 years, started asa 
boy changing tires for $3 a week. 

I have seen this thing grow from before the war, after the war, 
and all, and as years go along it gets a little more out of hand each year. 

I have a number of instances of direct selling which I want to bring 
to the attention of this committee. 

This is an incident regarding a man who worked for me for 6 years, 
leaving my employ to take a job with a company-owned store. After 
working for the company-owned store for 2 years, he turned in his 
resignation to take another job, this time with a supplier. However, 
the company-owned store management, under the impression he was 
coming back to work for me, told him that it was merely a matter 
of time before all the independent tire dealers would go broke because 
the major manufacturers would put them out of business. They were 
not interested in how much money they were making but were inter- 
ested in turning units only. 

A large trucking concern buying a major brand of tires and an in- 
dependent tire dealer was doing this recapping for the trucking com- 
pany. The major rubber company came to the trucker and told him 
1f he would let this company do his recapping he would get a lot 
better adjustment on his new tires. 

I do not have concrete proof of delivery, or copies of the invoices, 
or the exact prices in these cases; but I can recall the cases where it 
happened, and when. For instance, Union City Transfer Co. here 
in Beaumont, Tex., has for years bought tires direct from the B, F. 
Goodrich Co., at prices lower than the invoice cost to their dealer 
here. The dealer can in no way compete with the prices that Union 
City is buying tires direct from the factory. 

Another case is Mallard & Mallard Co., in Beaumont, Tex. They 
yearly ask for bids on truck tires and invariably either Firestone Tire 
& Rubber Co. or Goodyear Rubber Co. gets the bid with at least 6-10’, 
5, and a 2 percent off, because another bid was at the same figure and 
the sale went to the lowest bidder. The Firestone dealer in this town 
also bid on this deal and lost, because his buying price is 6—10’s off 
and that is all. 

Another case in 1956 is Snowden Transport Co. in Beaumont, they 
purchased truck tires from Firestone Tire & Rubber Co. at 6-10’s, 
5, and a 2 percent discount. These prices are lower than that of the 
local store level or the local dealer’s cost level. Goodyear Tire & Rub- 
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ber Co. has since that time delivered 100 truck tires to this same con- 
cern at one time. I have no idea at what prices these tires were de- 
livered. At the same time not one tire dealer in this town can com- 
pete with the prices that Snowden Transport is getting. 

Central Freight Lines, in Beaumont has purchased from the Fire- 
stone Tire & Rubber Co. in lots of ten (10) and twenty (20) at prices 
of 6-10, 5, and a 2 percent discount. This price being lower than the 
local store’s buying price; also lower than the buying price of their 
largest dealer. , ; re 

None of these companies above mentioned are under the national 
account buying price, but stil] are able to buy truck tires lower than 
any dealer can buy from the factory direct, under contract. 

Several national account companies are being sold in Beaumont: 
such as Rainbow Bread Co., Taystee Bread Co., Foremost Dairy, Hal- 
liburton Oil Well Cement Co. The companies buy a tremendous 
amount of truck tires, but there is not a dealer who has a chance to sell 
them under this national account buying direct from the factory. 
These tires are delivered from the local stores and arrive at a 74% 
percent delivery commission. 

Our buying price for instance, from the Gates Rubber Co. on an 825- 
20 truck tire nylon is $63.78 net. Now we can sell to a consumer at 
7-10’s, 5 and a 2 percent discount, which amounts to $57.18 or a dif- 
ference of $6.60 lower than our buying price, and still receive 5 per- 
cent for handling this deal. 

The same thing goes with the Seiberling Rubber Co. on an 8.25-20 
truck tire nylon, our buying price is $66.74 and we can sell to the 
consumer at $64.60 or about 8-10’s and a 3 ercent discount, or $2.14 
lower than our buying price. If we sell at this price, we get a 10 per- 
cent kickback. 

This past week I had an incident happen, a man who worked for me 
6 years previous left to go to work for a major rubber company as 
shop foreman in a recapping plant. He worked for this company 2 

ears. He goes in to hand in his resignation from this company, and 
instead the manager of this company had the impression he was com- 
ing to work for me, which he told him, “I guess you are going back to 
work for Jack,” but he actually resigned to go to work for a supply 
company, traveling on a route. 

Well, he proceeded to tell him that, “I guess you know it will be a 
matter of time before all the independent tire dealers will be out of 
business because we are, the majors are, going to put them out of busi- 
ness. They don’t haveachance. That we are not so much interested in 
the money that we make, we are only interested in the units, the 
volume.” 

And being a good friend of mine and working for me 6 years, this 
man came and told me about it. 

Well, another incident that I have, a very good friend, this in- 
dependent tire dealer in Houston who was doing business with a large 
trucking concern, doing his recapping of his truck tires that he was 
buying his new tires originally from a major rubber company, but 
this independent was capping his tires, and it amounted to $1,000 to 
$1,500 a month, the recapping account did. 

Well, this major company has their own recapping plant in Hous- 
ton, too. They have their own capping plant. So they came to this 


42614—59—pt. 1——15 














218 DUAL DISTRIBUTION IN AUTOMOTIVE TIRE INDUSTRY 


trucking company, the majors did, this major company did, told him 
if he would let them do their recapping, they would get a whole lot 
better adjustment on their new tires than he was getting otherwise. 

Well, in Beaumont, I guess it is sort of like it is all over the coun- 
try. We have five of the largest oil refineries in the United States 
right there in a 25-mile area. They all have outlets for their gas, 
company-owned stations. They own the property and so forth, and 
they lease them to independent service station operators. He is an 
independent operator himself. But they won’t let me go in and sell 
this man tires. They force him either to buy the tire that they have 
their own name on, or the one that they get a rebate from handling, 
the major brand. In other words, the connection they have with one 
of the major companies. 

I can’t go in as an independent operator and sell tires to these 
independent merchants. 

Back 3 or 4 years ago I had a good associate dealer business in some 
of the stations around over the two counties, and this thing got out 
of hand, where the operators either had to step in line or they would 
lose their lease at the end of the year. They tell me that themselves, 

Senator Morsr. We have accumulated a considerable amount of 
evidence to that effect in our service stations here, you know, as to the 
relationship between lease cancellations and refusals to carry the line 
that the oil or rubber companies insist on, or accessory companies. 

Mr. Baxter. Well, it has gotten in another area, too. As you 
know, the refineries, and we also have three large chemical plants; 
we have two large synthetic rubber plants and butyl plants. Du 
Pont has a large plant there. They fae contractors that do their 
building, their hauling and different things, been doing this for a 
good many years. I know a lot of them and have done business 
with them, and I go to them and solicit business, to try to get some 
more of their business. They say, “Jack, you are a good boy; we 
like you and would like to do business with you, but I am hauling 
this or I am doing this. I have got to buy this particular tire.” 
That ties in with what he is doing, whatever company it is. The 
reciprocity deal is the name we have for it in the market, and it 
used to be on just the larger concerns that were doing the hauling, 
but it is down to the one- and two-truck owner now. I mean back 
when it started it was a big owner, but they have gone down to the 
one- or two-truck owners. 

And we have a large trucking concern that is there in Beaumont 
that has been buying direct for years, a major brand of tires, that 
they are buying at a lower figure than myself or any dealer in that 
market that I know of. They have service truck and a man fur- 
nished to them; they get their tires direct. The dealer in that par- 
ticular area is selling that brand of tires, he can’t get any connec- 
tion in any way. 

I talked to him about it before I came to this hearing. He doesn’t 

t anything out of it. There is no way that he can. Because it was 

eveloped before he was a particular dealer, is the answer that he got 
from the company. 

I think this tire business is a good business; it has been good to me. 
I have made a living at it all my life, and I think it could be straight- 
ened out, and I think the FTC men here this morning, said that. I 
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got the impression of what he was trying to say that under the pres- 
ent law and all that they have, they couldn't do anything about this 
direct selling and dual distribution of tires, and I just would like to 
ask you, Senator, and Mr. Foley, if they don’t have anything at pres- 
ent or anything that we can do, and sit down and do it in a business- 
like way, as you should with the tire rubber companies and inde- 
pendent dealers. Why can’t the Justice Department and so on do 
something about these violations we have ? ot ¢ 

Senator Morse. First may I say the purpose of this hearing is to 
get such facts as you are presenting here, so that we can take them 
up with the Federal Trade Commission and have them demonstrate 
to us, if they can’t take any action on the present situation, what 
there is in the law that prevents them from doing so, what their re- 
commendations would be for any modification of legislation that 
would prevent any unfair competition practices that are established 
by this hearing, whatever they may be. 

And then that puts it right at our doorstep, and it is up to the Con- 
gress then, if the facts support such legislation, to proceed to pass it, 
and that is why I want to stress this is a legislative hearing. This 
is not an investigating hearing. We are investigating in order to get 
the facts—in order to have the facts so as to answer the question, 
what legislation is necessary to prevent unfair trade practices in this 
industry, if they are established on this record to exist. 

But I want to say, Mr. Foley, that I think the officials of the Fed- 
eral Trade Commission should have their attention called, as I know 
the committee will, to just such specific examples as this witness 
testifies to. 

Mr. Fotry. I am pleased to announce, Senator, that this afternoon 
the Federal Trade Commission does have an agent over here and is 
attending these hearings. 

Senator Morsz. I am very pleased with that, but in addition to that, 
in my position as temporary chairman, I now give the staff these 
instructions: 

When these hearings are all over, I think we should prepare a sum- 
mary or digest, memorandum for the Federal Trade Commission as to 
what the hearings have shown, and then present to the Trade Com- 
mission, the Federal Trade Commission, a series of questions that the 
committee will need answers to, and request the Federal Trade Com- 
mission to give us specific memorandums in answer to those questions, 
preparatory to our executive sessions in considering legislative pro- 
posals that may be needed. 

I think also, Mr, Foley, that we ought to link the findings of this 
hearing to the still pending consideration of the committee in regard 
to the service-station problems. I never felt that we have buttoned up 
those hearings, so to speak, with determinative action on the part of 
this committee, and the more I listen to these witnesses the more I 
have questions raised in my mind as to whether or not we don’t have 
a joint problem here in regard to both tires and service stations. 

Mr. Baxter. Excuse me, sir. There is one other point that I wanted 
to bring in that I have forgotten, by sitting here thinking. 

I handled two brands of new tires, Seiberling and Gates distributor 
for the two counties, and when this thing, direct selling and all the last 
year or year and a half has got so vicious in our market, they came to 
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me and told me, I was hollering about some way of meeting competi- 
tion, you see, because I don’t mind telling you in the last 4 years tryin 
to stay in the truck tire business, it has cost me actually $20,000 in the 
last 4 years to try to stay in the truck tire business. 

But my other business, the passenger business and the recappin 
and the used tire business has been profitable enough to show an overal 
profit, a nice profit each year, but I have the figures in the last 4 years, 
to try to stay in the truck tire business under present conditions in our 
market, it has cost me $20,000. 

Now, they came to me with this last deal, what we call a direct sellin 
deal, where I get 7.5 percent delivery commission on the tires chipped 
direct. Their explanation was this: that they had to do that in order 
to keep their position in the market. They were forced in it. So I 
am sitting on the sidelines, instead of getting a slice of the pie, I have 
got acrumb, more or less; either take the 7.5 or nothing at ali, 

Senator Morsr. So, in fact, you cease to be a private businessman, 
independent businessman, as far as truck tires are concerned, and you 
become an employee of the tire manufacturers themselves, don’t you? 

Mr. Baxter. That is right; yes, sir. 

Senator Morse. And your wage is 7.5 percent, and you find that that 
is even below the cost of your service. 

Mr. Baxter. That is right. 

Senator Morsr. Therefore, what this tire representative told the 
man who used to work for you when he thought he was coming back 
to you, it would be only a matter of time before you would be out of 
business, is a matter that is occurring in regard to truck tires, to the 
tune of $20,000 in 4 years. 

Mr. Baxter. Yes, sir. 

Senator Morse. I don’t know enough about the operation of the 
business to form a judgment on the problem I now raise by this 
question : . 

Suppose that they didn’t have direct sales, the tire company didn’t 
have direct sales, and you got these trucking firms and you got the 
road contractors with their heavy road equipment, and you have got 
the other users of these big tires, both on and off the road, they did 
not make the direct sales, where would those contractors go for the 
tires ¢ 

Mr. Baxter. Well, it would be up to the merchants in the market, 
if they had an equal chance of buying a given product at an equal 
level; it would be each man on his own to sell them at a profit, what- 
ever it takes him to operate. 

In other words, if the company-owned store, regardless of who it 
is, buys a tire at $30 cheaper than I can buy it, he has got a $30 
advantage. 

Senator Morse. The prospective purchasers would for the most 
part buy from the independent businessmen in that business or 
economic area, would they not ? Tit 

Mr. Baxter. A big percentage of them did, in fact, in the old days. 

Senator Morse. Where does this argument of volume come in then; 
that is where I miss the point, I pute) somewhere along this line of 
reasoning. You say that their talk to you is they have got to keep up 
the volume. Well, I have been oe that you mean by that that 
they have got to sell a certain number of tires in order to be a profit- 
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able manufacturing concern, but they can’t sell more than there is a 
need for on the part of these purchasers. 

What happens to their volume argument under my hypothetical? 
Take direct selling out, the need is exactly the same in that economic 
area for tires. 

If they don’t sell direct, you independent businessmen will sell, so 
you say, to the same prospective buyers. They are not going to go 
out of your economic area and buy them elsewhere and haul them back 
in. Then why do they say they have to do this in order to maintain 
volume ? 

Mr. Baxter. I can’t answer that, either; I don’t know why. Be- 
cause if they gave them to us at the price they are offering them to 
the consumer or as competitive price where we can sell them to the 
consumer at prices they are ion them, we could do a better job 
locally, I think, an independent can, than a major. I think we have 
more tools to handle them. 

Senator Morsg. I see. I suppose they mean volume in relation to 
themselves and their tire manufacturing competitors that they feel 
they can sell more volume if they do it by direct sales, as to their 
brand of tire, than would be the case if they looked to you independent 
dealers to sell their brand of tires to this, after all, limited number 
of prospective purchasers. Is that what they have in mind? 

Mr. Baxter. Well, the way I see it, I never worked for a major 
rubber company in my life. I don’t know too much about their busi- 
ness functions, and so forth. But I have had people who have worked 
for them tell me this, that they make this profit on the tire when it 
is manufactured and leaves the factory. The profit is made, and then 
when they sell them direct through the dealers, if they sell them at a 
profit, that is plus business, or plus profit. 

That might be the reason ; that might be the answer to it. 

Senator Morse. Do you have any questions, Mr. Foley ? 

Mr. Forry. I have no questions. 

Senator Morsr. Thank you very much. You have been a helpful 
witness. 

Mr. Baxter. Thank you. 

Senator Morss. The next witness will be Mr. Mel Boright, BC Tire 
& Tread Service, Ironton, Ohio. 

We are very pleased to have you, Mr. Boright. You may proceed 
in your own way. 


STATEMENT OF MEL BORIGHT, BC TIRE & TREAD SERVICE, 
IRONTON, OHIO 


Mr. Boricut. I am an independent tire dealer and retreader in 
Ironton, Ohio, a city of about 17,000 population. I opened for busi- 
ness 6 years ago this month with a background of 7 years in the sales 
department of a tire manufacturer. That manufacturer was Kelly- 
Springfield, and when I left I was Cincinnati district manager. 

My business steadily progressed, until, by the spring of 1958, my 
sales volume closely followed that of the local Firestone Co. store and 
the Goodyear dealer, the town’s leading independent. Since my tire 
brand is Kelly-Springfield, a wholly owned subsidiary of Goodyear, 
the Goodyear Co. was obtaining exceptional volume in the Ironton 
market with both the number one and number two dealer outlets. 
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Early in 1958, in what I brand a flagrant act of big business irrespon- 
sibility, the Goodyear Tire & Rubber Co. established in Ironton one of 
the biggest, most elaborate company emporiums anyone ever saw 
anywhere, let alone in a town of 17,000, I have a picture of this which 
I would like to submit. 

Senator Morse. I wish we could put the picture in the record. 

Mr. Borteut. I do, too. 

Senator Morsr. We are going to leave it as an exhibit by way of an 
appendix in the files of the committee. 

(The photograph referred to will be found in the files of the 
committee. ) 

Mr. Boricur. This store, by the way, covers a half block in one direc- 
tion and just about a half block in the other. 

Along with that, I would like to give the registration figures for 
Ironton, Florence County, which is the county that Ironton is located 
- is Desmenge registration in Ironton is 6,840; truck registration is 

009. 

Florence County has a passenger car registration of 13,620, and a 
truck registration of 2,494. 

Goodyear opened this store with no consultation whatever with 
their Ironton dealer of 40 years standing. 

This dealer told me that he had not seen this district manager, who 
was located in Columbus, Ohio, for over a year. 

This manager walked into his store one day and introduced him- 
self and told him that he was opening a company store in Ironton, 
and that was the extent of the consultation. 

To the best of my knowledge there was no discussion by Goodyear 
with any of the Kelly-Springfield management concerning this move. 

The market effects of this $1,000 a month company layout with an 
advertising budget to match were immediate and drastic. My sales of 
passenger tires and retreads started a steady decline. I wound up 
1958 with total passenger tire sales 8 percent less than 1957. The in- 
dustry as a whole showed an 8.75 percent gain. And dealers selling 
my brand, Kelly-Springfield, outgained the industry average. 

My volume loss occurred despite the fact that I had an additional 
salesman in 1958. My first quarter 1959 passenger tire sales are 17 per- 
cent below the first quarter 1958. I believe that here again the in- 
dustry registered a very substantial gain. 

In short, I am fast going out of the retail tire business. I am 
bucking a company apparently intent on monopolizing this market, 
even if their own dealers are destroyed in the process. This com- 
pany’s store is currently operating and can operate indefinitely at a 
loss to accomplish their purpose. 

Incidentally, Senator, you expressed an interest yesterday in this 
71% percent override deal of the oil companies. 

Senator Morse. Yes. 

Mr. Boriteut. I had—there is a Sinclair station located directly 
beside my place of business, and which I leased in 1955, hoping to use 
that as an additional retail outlet for my tires. I was prohibited from 
selling my brand, which was Kelly-Springfield at that time, because 
the local Sinclair jobber handled Goodyear tires, and it was a Good- 
year—supposed to be a Goodyear, outlet. 
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So at the end of 1955 I lost my lease, and during that time I had 
doubled gasoline sales from the previous year, of the previous owner, 
so there was no other reason for cancellation. 

My truck tire future looks as bleak as the passenger tire. My local 
truck tire sales have dropped 25 percent since the new Goodyear store 
became active. My fleet ieiaiibelen is suffering due to company store 
and direct small rubber company solicitation. 

For example, Pennsylvania Tire Co. sells my largest commercial 
account direct at a price below my net buying price less all earnings 
and special assistance. Despite this, Pennsylvania still has nerve 
enough to coax me by mail to enjoy the advantages of a dealership 
— a company that “has no stores to compete with the independent 
dealer. 

The B. F. Goodrich Co. store in Ashland, Ky., quoted my second 
largest commercial account 50 percent off list on truck tire — 
ping, complete with all dismounting and mounting service. Goodrich, 
with no recap shop in Ashland, had the added expense of shipping the 
tires to and from Columbus, Ohio, for processing, a distance of some 
260 miles, that is round trip. 

This Goodrich price was 15 to 25 percent below going area recap- 
ping quotations at the time. Goodrich currently has a new tire price 
in at this account that approximates my cost, less all earnings and 
assistance. Last month I lost this account’s business completely to 
Goodrich. 

I have managed to maintain my overall truck tire sales and retread- 
ing volume by expanding my sales activity from an average 10-mile 
radius 2 years ago to a 100-mile radius today. This has jumped my 
operating expense 15 percent and stepped my personal workweek up 
to 10 to 16 hours a day, 7 days a week. I feel that it will soon be 
economically and physically impossible for me to make a living as an 
independent tire dealer in my market area. 

Senator Morsz. That is very good testimony. 

Mr. Foley ? 

Mr. Fotey. Mr. Boright, you are sure that you and the Goodyear 
dealer were the No. 1 and No. 2 dealers in the town? 

Mr. Bortent. Now, the Firestone store is the entity that I do not 
know. In other words, we were the No. 1 and No. 2 independent. 

Mr. Fotry. You were at least two of the top three? 

Mr. Bortent. Yes. 

Now, the Firestone store may fit in there somewhere. I have no 
access to their volumes figures. 

Mr. Fotry. How many salesmen did you have at that time before 
Goodyear—before the Goodyear store opened ? 

Mr. Boricur. Well, before—I have a small operation, you under- 
stand, and in 1958, the start of 1958, was not too rosy, and I added 
a salesman. In fact, I was the only salesman then. I handled the 
sales work, and I added a man in 1958. 

Mr. Fotry. How many did the Goodyear dealer have? 

Mr. Borieut. The Goodyear dealer? 

Mr. Fotny. Yes; how many salesmen ? 

Mr. Borieut. By gosh, I do not know. 

Mr. Fotry. Did he have a few ? 

Mr. Borieut. Yes, he did. 
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Mr. Foxey. Do you recall at any time the Kelly district manager 
going to you or the Goodyear district manager going to the Goodyear 

ealer asking them to put on new salesmen or expand your operations? 

Mr. Borigut. No. I talked to—you see,when I went in Ironton 
there was no Kelly dealer there, no Kelly distribution at all, and so 
I started from scratch with the Kelly, building up the Kelly brand 
distribution, so my company was very happy with my results, and in 
talking to the Goodyear dealer just before 1 came down here, he told 
me that he had always given his company a satisfactory dollar per car 
volume ratio. Now, that was his statement to me. 

Mr. Fotry. Was the new Goodyear store manager from Ironton? 

Mr. Bortcut. The company store manager ? 

Mr. Fotry. Company store manager. 

Mr. Borteut. No, sir; he was not. 

Mr. Fortry. Did the Goodyear Co. offer any arrangements to you 
or the Goodyear dealer to expand the Goodyear operations in that 
town ? 

Mr. Borieut. The Goodyear dealer told me that they had not sug- 
gested that he do anything revolutionary to expand his business. 

Mr. Fotrny. Was there any unusual growth in that area, a sudden 
Doppiniion growth ? 

{r. Borieut. No. I wanted to bring that out, too. 

I think the population of Ironton has been pretty steady over the 
past 8 to 10 years. 

Mr. Foxy. In other words, it would look like the Goodyear Co. 
was going in an area where the Goodyear brand had been well estab- 
see through the independent efforts and expense of an independent 

ealer ? 

Mr. Borient. That is right. 

Mr. Fotey. And was thereby attempting to take advantage of it; 
isn’t that correct ? 

Mr. Borient. Yes. 

Mr. Fotry. That is all I have. 

Mr. Bortent. The Goodyear dealer told me, Mr. Foley, that he 
thought that the store was originally scheduled for Ashland, Ky., 
‘which is 5 miles up the river, but that the Goodyear dealer in that 
town was very active in opposing it, and they stuck it in Ironton. 

Mr. Fotry. That is all I have. 

Senator Morsr. I have a question or two, Mr. Foley, about this 1 
year of gas service-station operation. 

If I understand it, Mr. Boright, you have one piece of property 
that is your tire store ? 

Mr. Boricut. That is right. 

Senator Morsg. You did not sell gasoline there? 

Mr. Borieut. No; I did not sell gasoline. 

Senator Morsg. Just tires. 

But adjoining it was a gas station or was there some business in 
between ? 

Mr. Bortcut. No. The service station directly adjoined mine. 

Senator Morse. Right next to it, and that was a Sinclair? 

Mr. Borieut. That is right. 

Senator Morse. And you leased it? 

Mr. Bortent. I leased it. 
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Senator Morss. At the time you leased it did they tell you that you 
had to sell—what tires were they selling there? 

Mr. Borteut. Goodyear. 

Senator Morsr. Goodyear. 

Did they tell you you had to sell Goodyear tires? 

Mr. Boricur. Not at the time I leased the station. 

Senator Morsg. You leased it and they knew you were selling Kelly- 
Springfield ? 

Mr. Boricur. Yes, sir. 

Senator Morsg. Which, after all, is produced by Goodyear. 

Mr. Borieurt. Yes, sir. 

Senator Morse. Did you proceed then to sell Kelly-Springfield ? 

Mr. Borieut. I tried to. 

There was one instance where I had a display set up and window 
valances and so on, when the local Sinclair jobber, when I was not 
there, came over and removed the displays. 

Senator Morsr. What did you do then at your leased gas station? 
Did you also handle their Goodyear tires there ? 

Mr. Boricut. No, I did not handle Goodyear’s because there was 
too much of a price differential. I had to buy from the Sinclair jobber 
and I could not buy Goodyear’s as cheaply as I could Kelly’s, as the 
distributor. 

Senator Morse. Hypothetically, I am your customer, and I roll into 
your gas station and, as I roll up to the pump I have a tire blowout 
and no spare. If your service station attendant said, “Mr. Morse, I 
will sell you a tire,” and walked over to your Kelly-Springfield tire 
station right next door and got a tire and put it on my car, that 
would be disapproved of by your lessor? 

Mr. Borieur. It certainly would. 

Senator Morss. During that year of leasing that gas station you 
had customers come into your gas station who wanted to buy a tire. 
Were they sent over to your tirestore ? 

Mr. Boricutr. Senator Morse, I said I was prohibited from selling 
Kelly tires, but I still sold plenty of them. 

Senator Morsr. That is what I wanted to get, this modus operandi. 

Mr. Bortcut. We did not lose any sales, let us put it that way. 

Senator Morsr. You did not have any Kelly-Springfield tires at 
the gas station ? 

Mr. Boritcut. I did not have them displayed ; that is right. 

Senator Morse. You did not have them displayed, but if anybody 
wanted a tire they could go over to your tire operation. I am just 
a little naive. I am just one politician who admits it though. I find 
it a little difficult to comprehend. That is, to deny you under those 
circumstances an opportunity to participate in what I thought was 
the competitive enterprise system in this country free of that kind of 
vertical monopoly strangulation, because we had a lot of gas service 
station men before us, Mr. Foley. I do not know if any of them had 
a more dramatic example of what is going on in the gas service 
station industry in this country by way of a vertical monopoly stran- 
gulation than your case. 

Mr. Bortcnt. Incidentally, Senator—— 

Senator Morse. I }icpe I will not be embarrassing you in the future, 
but I am going to use you as a very good example of what is hap- 
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ening, I think, in this vertical monopoly movement in this country, 

cause, in my judgment, it is an example of one of the greatest threats, 
This vertical monopoly threat is a good example of one of the most 
serious threats to a perpetuation of free competition in this country. 

There is no free competition in that kind of control. It only uses 
the symbols of private enterprise, of the private enterprise system. 
There is no private enterprise there, because the very essence of pri- 
vate enterprise must be unfettered competition, free from that kind 
of vertical monopoly dictatorship. I welcome your testimony. 

Mr. Boricut, Thank you. 

Senator Morss. Any further questions ? 

Mr. Forzy. Mr. Boright, were you not at one time formerly asso- 
ciated with the Kelly-Springfield Co. in an executive capacity ? 

Mr. Boricut. Well, yes. I was—I worked right under the presi- 
dent for 2 years. Their setup is a little different from some other 
companies. I was in charge of repair material and camelback sales 
for the entire country and, as such, I sat in all the top level meetings 
involving production and sales. 

Mr. Fotey. In that capacity, did you come upon any information 
that you feel expresses the way the tire companies look at this dual 
distribution problem ? 

Mr. Bortent. Well, my company is different from these others that 
have come before you in this respect, in two respects: They have no 
national account business, for example and, No. 2, at that time, out- 
side of the local retail store, they had no company stores. So dual 
distribution as far as Kelly was concerned, is not a problem and they 
have been very good to me. They have endeavored to keep me com- 
petitive in my market. My quarrel is not with them. It is with this 
other competition. 

Mr. Foter. Allright. Thank you; that is all I have. 

Mr. Boricut. I wanted to mention this, Mr. Foley. There was 
some discussion about Robinson-Patman, the Robinson-Patman Act, 
and I do not think that the act is adequate for the problems that we 
have before us here and that we have discussed here. I think the 
Robinson-Patman Act insures a dealer of a fair break as far as the 
buying category he is entitled to from acompany. But as far as doing 
anything to alleviate this direct selling thing, we just need new legis- 
lation, and it is going to be rough, because you have the company store 
on the one hand, and the smaller rubber companies selling direct, on 
the other hand, and the independent dealer is right between the two 
of them, and neither one has the dealer’s problems in making a living 
and making a profit in that one location. ; 

Senator Morse. Thank you very much, Mr. Boright. 

Mr. Bortent. Thank you. : 

Senator Morsg. The next witness, we will proceed with Mr. Ken- 
neth Schaal, first vice president, NTDRA. 

Weare very glad to have you, Mr. Schaal. 

Mr. Scuaat. Thank you, Senator. ; 

Senator Morse. I have your statement in front of me, which you are 
privileged to read. 


Mr. Scnaat. Very good, sir. 











is 


ct, 
ve 


he 
4 
iS- 
re 
on 
vO 


Mg 


DUAL DISTRIBUTION IN AUTOMOTIVE TIRE INDUSTRY 227 


STATEMENT OF KENNETH R. SCHAAL, NEW YORK, N.Y., FIRST VICE 
PRESIDENT, NATIONAL TIRE DEALERS & RETREADERS ASSOCIA- 
TION 


Mr. Scuaau. My name is Kenneth R. Schaal. I am an independent 
tire dealer in the Bronx of the city of New York in New York State. 
I am appearing here in my capacity as first vice president of the Na- 
tional Tire Dealers & Retreaders Association. I am also chairman 
of the Administrative Committee of the Tire Retreading Institute, 
which is a division of the National Tire Dealers & Retreaders Associa- 
tion. In making this presentation, I am doing so as the official repre- 
sentative of the executive committee and board of directors of this 
association. 

Realizing that over 3,000 members of this association in all 48 
States of these great United States are looking to this association to 

resent their problems in a true light, I face my obligations here to- 

ay with a great sense of responsibility. Our association started in 
1921. Since that time the tire dealers have faced many vicissitudes 
and problems. Some of those we have managed to overcome—others 
remain with us even today. At one time we had approximately 97 
percent of all the available tire business in the country. Of course 
the total volume of tire business at that time was not a very sizable 
figure when one compares it with the dollar sales as they are made 
today. Nevertheless that market was just as essential and vital to tire 
dealers at that time as it is to us today. 

As might be expected with a changing world, a growing market 
and an economy that places greater and greater reliance upon the au- 
tomobile and the sale of automobiles, the pattern of marketing in the 
tire business has changed considerably. As new ways were sought to 
deliver goods to the consumer, more and more of our total potential 
business opportunities were lost to us. At one time it was common- 
place for the tire dealer to handle bus tires, taxicab tires, and prac- 
tically all sales of tires in the market place. However, little by little, 
important parts of the business were denied to us. 

6 lost the bus business. We found that the large bus fleets were 
handled by the tire manufacturers themselves who supplied service 
and tires on a mileage rental basis in a manner that denied the inde- 
pendent, locally owned tire dealer any opportunity to participate in 
this businness. For some time and in some cases, tire dealers did 
share in some small way but by and large this business is controlled 
by the tire companies themselves. About the same time, taxicab busi- 
ness began to go to the tire companies themselves who moved in on 
this market, taking these fleets on a mileage rental basis and in a man- 
ner that could not be handled by the independent tire dealer. Other 
things began to happen. The private brand tire business and distribu- 
tion of tires by oil companies, by mail-order houses, and chains be- 
came of increasing importance. In many cases these chains sold tires 
at prices with which the independent tire dealer could not compete. 
Tire dealer mortality became higher as the years rolled by. To make 
matters worse, the largest tire companies began to build and operate 
company-owned stores in direct competition with independent deal- 
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ers. This practice has spread until today there are approximately 
2,000 such company-owned stores in the United States. 

The alert, aggressive tire dealer in many cases was able to survive 
all of these encroachments upon the business which was at one time 
entirely his, but the problems have steadily become more complex, and 
the needs for investment capital have become greater as the opportuni- 
ties of obtaining such capital became fewer. 

Many independent tire dealerships have managed to survive by 
virtue of the establishment of retreading facilities. The retreading 
business has grown until today we retread one truck tire for every new 
truck tire sold in the replacement field. And we retread one passenger 
tire for every two sold in the replacement field. But even this busi- 
ness is not exempt from competition from our own suppliers, and hun- 
dreds of retreading shops have been established by the rubber com- 
panies in competition with their own dealerships. 

Ostensibly the reason given for this was to be lewait the services and 
service opportunities of some of the dealerships which did not have 
retreading facilities, but in the main it was to supply retreaded tires 
to their own company-owned stores. In the natural course of events, 
we soon found that retreading was sold by the tire companies di- 
rectly to off-the-road contractors and to large trucking accounts. 

Dealers have described many instances where fleet service trucks 
have been offered to contractor accounts by the rubber companies 
themselves and at such prices that the independent tire dealer found 
himself hopelessly outclassed. He could not survive on some of the 
quotations that were made in the various areas. 

On another front, national accounts were set up whereby large na- 
tional organizations could buy tires directly from the manufacturers 
and take delivery through dealerships or company-owned stores at 
prices determined by the factory with the consumer, with billing made 
at the factory level. Where dealers participated in this business, they 
received as little as 5 percent commission and later 7.5 percent, and in 
a few cases 10 percent. However, many times the dealer had to wait 
‘60 to 90 days to get his delivery credit and a credit memorandum for 
the cost of the goods which he had mounted on the national accounts 
fleet. About the same time, the dealers found that they were denied 
the opportunity to participate in the bidding of tires on State level 
and certainly at the Federal level, and in many cases bidding at even 
the local municipality level was handled completely by the tire manu- 
facturer and the fuer was denied the opportunity of competing. 

About 12 years ago this provoked a situation which brought about a 
unique lawsuit within the industry, when tire dealers sued certain tire 
manufacturers. This litigation went on for a number of years and 
was finally terminated by a consent judgment which, while it did not 
remedy soe of the dealers’ problems, did draw some lines against 
practices which dealers considered to be abusive and illegal. 

The tire manufacturers, however, have continued to seek ways that 
this attractive commercial market could be reached through other 
channels than national accounts. As a result, in 1955 at our conven- 
tion in New York City, dealers in the Midwest reported a new type 
of procedure where commercial accounts at even the local level were 
being given the opportunity by tire companies to buy tires at ex- 
tremely low cost prices and at the same time purchase as few as two 
or four tires. 
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It is no secret that the tire industry has given extremely low dis- 
count prices to commercial accounts where there were large quantities 
of tires being purchased. This is a practice with which the inde- 
pendent tire dealer had learned to live. 

However, this was a radical departure inasmuch as it involved in 
some cases as little as one tire. To meet these practices, other manu- 
facturers changed their policies somewhat and the prices went lower 
and the billings became broader. This practice became so prevalent 
that in some cases dealers were encouraged to turn over their customer 
accounts to the tire manufacturers who would bill the tires, handle the 
credit and in return, pass the dealer some handling commission of 
approximately 5 percent to 7.5 percent. 

After a short period of time dealers found that they had lost their 
customers and were no longer able to compete on an even basis with 
their own suppliers. Letters began to come in to the association office 
in this regard. The problem was so serious that in 1955 at the before- 
mentioned New York meeting, a resolution regarding this was passed 
and sent to all of the tire companies. For a while it seemed as though 
there might be some improvement but this was short-lived, and the 
practice continued to grow. 

At this point, I would like to read you quotes from some of the let- 
ters sent by dealers to our association office about this problem. These 
letters were of course reviewed by our executive committee and the 
problem studied. 

A dealer from Indiana wrote: 


The local Goodyear Service Store has an arrangement with the parent com- 
pany to pay them a warehouse commission for deliveries to area dealers, that 
amounts to more than the store’s net profits for the year. The store’s personnel 
has absolutely nothing to do with selling the merchandise as that is sold by a 
salaried salesman from the parent company. Of course, this gives the company 
store an advantage over independent Goodyear dealers as well as competitive 


dealers when quoting prices as this wholesale commission amounts to approxi- 
mately $20,000 a year. 


A dealer from Iowa wrote: 


Tires in the larger sizes and off-the-road tires were sold in the Iowa market 
last season at prices as low as 8-10’s. Our own records will show, and I will 
check it out accurately, but I estimate at this time that approximately 70 per- 
cent of our sales were made at prices below our normal purchase price of which 
we received a recovery of 7.5 percent. 

As proof that there is a trend that this competition practice is on the increase 
my supplier presented to me in November a list of over 100 trucking accounts 
operating throughout the Middle West with which national account agreements 


have been made and to which we were to make delivery at customer’s request on 
a margin of 7.5 percent, 


A dealer from Nevada wrote: 


We definitely feel there should be some sort of restriction or agreement reached 
with the rubber companies on the size of account they would or could offer direct 
deals. A few years back, direct selling was not so serious a threat because 
rubber companies were not offering direct deals to just anybody, therefore, if we 


could revert to those stindards the present-day trend of increased direct selling 
could be restricted or reduced. 


A dealer from North Carolina wrote: 


Seldom a week goes by that we don’t have to service some national account. 
We send memo billing to our home office and they issue us a 10 percent credit 
for handling such accounts. At what price they quote these national accounts 
We do not know, but we feel sure they are substantially below our dealer cost. 
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With the high cost of labor today, this doesn’t begin to compensate for our 
trouble and expense. 


A dealer from Texas, in describing a tire dealer meeting, said: 


An open floor discussion was held, and many instances were discussed in re- 
gard to abuse of the direct selling by the manufacturers, and several names 
and places were mentioned where this had happened. Every dealer in this 
area was very much in favor of having this practice stopped at once. 


A dealer from the State of Washington asked: 


Now, there seems to be some question in our group of just what is unfair 
competition as defined and accepted by the Government. For example, would 
our factory asking us to sell below our cost and reimburse us 5 percent be unfair? 
We know it isn’t profitable. Is selling direct to a consumer, then crediting a 
dealer who had no interest in the sale with a 5 percent, legal? 


A Minnesota dealer wrote: 


The first 15 years in this market we enjoyed a reasonable volume of busi- 
ness at a fair margin of profit to our firm. In 1954 one of our valued customers 
sold their business to a growing national chain. We were advised by the new 
company that they could purchase their tire and tube requirements from the 
major rubber companies at a price equivalent to our cost on a national account 
basis. This amounted to a substantial reduction in our selling price if we were 
to meet the national quotations, This quotation if met and handled on the 
national billing basis provided us with a 7.5 percent delivery commission on the 
delivery price of the merchandise. With an overhead of 22 to 24 percent ex- 
pense to sales, the recovery of only 7.5 percent would and has reduced our net 
profit to the diminishing point. 

During the past 5 years, we have seen the national account billing and sell- 
ing procedure increase to a point where approximately a big percentage (50 
percent) of our potential volume of truck tire business is on this basis. We 
have no quarrel with suppliers being competitive in order to secure business, 
but when we as distributors cannot make “a cost of living” or “cost of over- 
head” from this type of business then we feel we are in a disadvantageous 
position. In fact, we are in a position of diminishing return. We feel that as 
tire distributors we perform a Vital and needed service for truck operators 
and if our return on this effort is below our “cost of overhead” the possibility 
of a complete breakdown of our truck transportation system is in the offing. 
Proposals for curbing direct selling by rubber companies might be found in 
present legislation such as the Robinson-Patman Act, the Sherman antitrust 
laws, the fair trade laws and similar legislation. 


Right here, Senator, I would like to refer to Mr. Marsh’s statement 
the first day of these hearings. On page 26 he had a letter, I think 
he was then Chairman of the Federal Trade Commission, and I would 
like to read that again: 


We do not know to what extent, if at all, this new Federal Trade Commission 
proceeding will affect the direct selling practices of major companies. The 
only recent indication of the Commission’s attitude on this problem gave no 
encouragement to independent tire dealers. 

In 1956, the then Chairman of the Federal Trade Commission wrote the chair- 
man of the Select Committee on Small Business that it did not appear that the 
practice of direct sales to customers by tire manufacturers as then described 
to the Commisison could successfully be attacked under the laws administered 
by the Federal Trade Commission. This opinion relied upon the general legal 
right of a manufacturer to determine the manner in which he shall distribute 
his own goods. It also pointed out that no cease-and-desist order forbidding 
sales to customers at prices lower than those granted dealers would provide ef- 
fective relief to dealers because sales even at equal nondiscriminatory prices, 
in compliance with such an order, would still necessarily exclude dealers from 
competing against their suppliers. 





® See p. 16. 





o£ wm & =m = em 





a ee 


ct 





DUAL DISTRIBUTION IN AUTOMOTIVE TIRE INDUSTRY 23] 


I got the impression yesterday from Senator Humphrey, that per- 
haps he had quite some faith in directing some of our problems through 
the Federal Trade Commission, and I am a little confused as to, in 
view of this note, whether we are going to do that or whether as men- 
tioned here before, we may have to go to more drastic steps. 

(Continuing to read :) 


A clear definition of manufacturers, jobber, distributor, and dealer and their 
function in the market place might be helpful. Since our economic system is 


based on the profit, some legal protection is required to give all classes of trade 
a fighting chance to make a profit. 


A New York dealer in his letter said: 


Within the last 2 weeks I quoted a company from our billing price less 2 per- 
cent, 10th prox., and was told we were high in our quotation. 


Another New York dealer wrote: 


I wanted you to know that we strongly advocate and support the action that 
the NTDRA is taking. In fact, we believe that such action is long past due. 


I have several other letters here that came here since this testimony 


was written, and I am not going to read them all. I would like to 
get them in the record. 


Senator Morsr. They will be inserted in the record. 


Mr. Scnaat. A couple of paragraphs I would like to mention here. 
Here is one from the West Columbia Tire Service, Inc., from West 
Columbia, S.C.: 


I know of manufacturers selling directly to consumers in my town. In fact 
a national rubber company’s representative used my telephone and I overheard 
the conversation. During the conversation this representative offered a con- 
sumer tires at a price lower than I can buy. It is difficult to get actual proof 
in the form of invoices or copies of invoices. Direct selling in our market is an 
open secret. This is a very vital problem to me and I am interested in seeing 
some steps taken to correct this evil. Dealers in other products that have an 


annual gross business larger than the tire industry do not have to compete with 
their suppliers. 


Senator Morsz. The letter will be put in the recgpd.* 
Mr. Scuaau. Fine. 


Here is one from White Tire & Battery Co. in Houston, Tex. 


I would like to go on record to our association and to our Senate Small Busi- 
ness Committee concerning the sale of rubber tires to various consumer accounts 
on a direct basis by the manufacturer of such tires. 

This practice has caused a very unjust and competitive condition in the Greater 
Houston market. 

The manufacturer’s representative, to my certain knowledge, have priced tires 
to large fleet accounts, which are listed on schedule attached, at a price which 
is comparable to my buying price. The respective agents doing the purchasing 
of the accounts listed, have been contacted. These gentlemen state that their 


tire requirements are supplied by the manufacturers shown and not by any 
independent tire dealer. 


Senator Morss. The full letter will be received in the record. (See 
p. 236.) 


Mr. Scuauu. Lord’s Tire Service in Mobile, Ala. It is a rather 
lengthy letter. 


a Morse. The full letter will be received in the record. (See 
p. 236. 





% See letters beginning on p. 23h. 











232 DUAL DISTRIBUTION IN AUTOMOTIVE TIRE INDUSTRY 


Mr. Scuaau. Central Tire Service in Snyder, Tex. 

Senator Morss. The full letter will be received in the record. Feel 
free to read ay excerpts you want, but I want to get the entire letters 
in. (See p. 237.) 

Mr. Scuaau. Thank you. 

As you know it is a conclusive fact, and the facts are available by the subpena 
powers of the Senate committee, that tire manufacturers are selling any number 
of all size tires to any number and any size consumer, direct from manufacturer’s 
factory and warehouse, at prices far below what they are selling their own fran- 
chise dealers. Since these facts are conclusive, I will mention only the effect 
that this type competition is having on our business. I will start by giving two 
specific examples. 

Example No. 1. For many years we have sold Holder Construction Co. of 
Snyder, Gates tires at a discount structure giving us a gross profit of approxi- 
mately 18 percent. Our average yearly sales to this company prior to the time 
we lost them to the tire manufacturer was $9,168. Our sales to this company 
for the last 12 months has been $965. 

Example No. 2. For many years we have sold McClatchey Bros. Trucking Co. 
of Snyder, Gates tires at a discount as stated in example No. 1. Our average 
yearly sales to this company prior to the time we lost the business by direct 
shipment from the tire manufacturer was $5,723. Our sales to the same com- 
pany for the last 12 months, $2,155. Our records will prove these figures. 

This is just two examples, there are many more, all of which have so affected 
the price structure to the extent that there is not enough profit on the retail 
level for the retailer to function as a tire dealer and give service to his customer. 
Due to the facts mentioned, we have been forced to direct our sales efforts to 
other automotive needs that have not yet been so polluted as the tire business. 


Senator Morsse. The full letter will be received. 
Mr. Scuaau. Willis Quick Tire Service: 


I wish to go on record as being against direct selling by tire manufacturers. 
I am an independent tire dealer. 

Senator Morse. The letter will be received. 

Mr. Scuaat. Walter H. Zosel Co. in Salem, Oreg. : 

It is absolutely imperative that the Government take some action to force 
the major manufacturers of tires to recognize the plight of the independent 
retail tire dealer, and give the retail business back to the retailer where it 
belongs. 

Senator Morsr. The letter will be received. 

Mr. Scuaau. Hood Tire Exchange is rather lengthy. I give you 
the letter for the record. 

Senator Morse. The letter will be received. (See p. 239.) 

Mr. Scuaat. And one more statement from Mr. Ward, of Alham- 
bra, Calif., a copy for the record. 

Senator Morss. The statement will be received. (See p. 239.) 

Mr. Scuaaut. And a statement from Milton Rosen, tire dealer. 
(See p. 241.) 

Senator Morsr. The documents will be received. 

Mr. Scuaat. Milton Rosen is in St. Paul, Minn., and I will give 
you the originals. 

As can be seen, this problem threatened to undermine the very heart 
of the business of many of our tire dealer members. Inasmuch as the 
buying price in this industry has been determined by dollar volume, 
this meant that a shrinkage of the commercial tire sale opportunities 
meant a shrinking of buying price and buying opportunities. With 
the creeping cost of doing business and growing overhead faced not 
only by tire dealers but by other people in business today, this became 
a matter of growing and greater importance at all times. 
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It has been the custom of this association for the past many years 
to try to deal with some of our problems in roundtable discussions. 
Each year some of the officers of the association visit with the in- 
dividual rubber companies and talk to their top executives and discuss 
some of the current industry problems. They have been very consider- 
ate and very cooperative and much good has come from these meetings. 

Many of the problems have been solved. We have always been 
reluctant to seek Government help to resolve our various problems 
and we thought that we could do a lot within our ranks if we thor- 
oughly understood the position of both the seller and the buyer in 
this particular case. While we can report improvement in many areas, 
the direct selling problem remained an enigma. Some tire manufac- 
turers told us they were willing to withdraw from it but they were 
afraid of competition and that what they did was a defensive measure 
and that they did not know how this problem could be alleviated. 

No one company seemed to be willing to take a position of leader- 
ship in eliminating this growing evil. Some companies cheered our 
efforts to eliminate the direct selling problem but no one seemed to 
have a solution to the problem or no one seemed to know how to start 
with the problem. 

It has also been the custom of our association during our annual 
convention to have what we call brand meetings. These are meetings 
of dealers who sell one particular type of tire. At these meetings 
they discuss some of their various problems and these meetings have 
been very helpful because they have given the companies themselves 
some suggestions and ideas from their own distribution ranks as to 
how they might better meet the forces of competition and to eliminate 
some of the problems which face dealers at their local level. 

After these brand meetings at convention, certain delegated persons 
from the brand meeting meet officials of the rubber companies and 
discuss the points that were raised in the brand meeting. These too 
have failed to bring any solution to the direct selling problems. 

Through encourgement from the National Tire Dealers & Retread- 
ers Association and from the members who make it up, many of the 
companies have formed dealer councils and direct selling has been a 
discussion at these councils. But this too has failed to even do more 
than point up the problem. Many of the larger tire dealers found 
themselves in a most serious dilemma with large investments in re- 
treading equipment, in truck facilities, service facilities and tire chang- 
ing equipment, they found that these large investments in the large 
truck tire field were not paying a dividend and it certainly was not 
possible to meet an overhead expense of over 20 percent of gross sales 
per month with a commission of 7.5 percent. Others found the fact 
that they were completely excluded from the market place an even 
more serious problem. ; 

So, at the 38th annual NTDRA convention held at the Shrine 
Auditorium in Los Angeles, Calif., the following resolution was 
adopted on October 15, 1958. For your information, I would like to 
read the exact wording of that resolution: 


Exnursit 12-A 


Whereas manufacturers of tires have been increasing their direct selling pro- 
grams involving dual distribution—distribution to independent tire dealers and 
at the same time selling to consumers in direct competition with independent 


tire dealers; and 
42614—659—pt. 1—_—16 
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Whereas the independent tire dealer cannot under existing law act other 
than individually to prevent this practice of direct selling; and 

Whereas if the tire manufacturers continue to expand their direct selling 
practices the apparent result will be to force independent tire dealers out of 
business and thus establish a monopoly in the distribution of tires for the tire 
manufacturers: Now, therefore, be it 

Resolved by the National Tire Dealers &€ Retreaders Association, Inc., in 
annual conference assembled this 15th day of October 1958, That the Congress 
of the United States be requested to investigate the distribution of tires in the 
United States with a view toward enacting legislation designed to relieve the 
effects of dual distribution on the independent tire dealer and prevent the tire 
enw from establishing a monopoly in the distribution and marketing 
of tires. 

As you can see from this resolution, the officers and directors of the 
association were delivering an ultimatum by the tire dealer member- 
ship to take some positive course of action in alleviating the prob- 
lem. As a result, in early December, 17 meetings were held in key 
cities from coast to coast to discuss this problem with independent tire 
dealers in those areas. The locations of these meetings were as 
follows: 

Cleveland, Ohio; Baltimore, Md.; Portland, Oreg.; Birmingham, 
Ala.; Charlotte, N.C.; Los Angeles, Calif.; Chicago, Ill.; Dallas, Tex. ; 
San Francisco, Calif.; Louisville, Ky.; New York, N.Y.; St. Louis, 
Mo.; Minneapolis, Minn.; Boston, Mass.; Salt Lake City, Utah; Ma- 
con, Ga., and Denver, Colo. 

The format of the meetings was a simple one, the resolution was 
read, the problem was defined by clips from some of the dealer letters 
reporting the problem and dealers were asked if they wished to par- 
ticipate in these hearings in any way, shape, or form. This was 
strictly a voluntary effort on the part of the dealer. A very interesting 
thing which developed from these 17 key meetings across the country 
were those which followed because the tire dealers who appeared at 
these 17 meetings on a voluntary basis went home to their own com- 
munities and in the latter part of December 1958, and in January sna 
February of 1959, of their own volition held 30 additional meetings dis- 
cussing this direct selling problem with dealers in their own home 
communities. These meetings were held in the following cities: 

Cleveland, Ohio; Beaumont, Tex.; Salt Lake City, Utah; Appleton, 
Wis.; Price, Utah; Boise, Idaho; Lewisburg, Tenn.; Martinsburg, 
W. Va.; Hagerstown, Md.; Greensboro, N.C.; Asheville, N.C.; Ra- 
leigh, N.C.; San Francisco, Calif.; Topeka, Kans.; Phoenix, Ariz; 
Pocatello, Idaho; Syracuse, N.Y.; Augusta, Ga.; Omaha, Nebr.; 
Salem, Oreg.; Milwaukee, Wis.; Hibbing, Minn.; Aberdeen, S. Dak.; 
Enid, Okla.; Boston, Mass.; Seattle, Wash.; Corpus Christi, Tex.; 
Miami, Fla.; Oklahoma City, Okla., and Tulsa, Okla. 

At the end of these meetings, 162 dealers had indicated they would 
like to testify. Many of these dealers reported that while they 
would like to testify, they lacked substantive evidence which would be 
helpful. I want to make it clear that these meetings, the attendance 
at these meetings and those who have declared themselves interested 
in testifying have all been on a completely voluntary basis with no 
particular attempt made to urge dealers to take part in it. 

The problem originated with the independent tire dealer, it was 
a problem at the local level and the dealer was willing and interested 
in doing something about it himself. 
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This, gentlemen, brings us to our reason for being with you here 
today. In the short span of time that I have taken with these few 
remarks, I have given you some idea of the development of this 
problem. We have learned to live with many of the problems that 
we have but direct selling by the tire companies to local accounts is a 
problem that threatens the very foundations of our business enterprise. 
We are all basically small businessmen and survival is a difficult task 
at best. 

I have tried to point out to you that we have exhausted every means 
at our command to seek relief and help. We have talked to respon- 
sible people in the industry, we have exhausted our resources in try- 
ing to find solutions. 

Failing all of this, we have turned to you gentlemen here of the 
U.S. Senate, asking if you, through your wisdom and experience, 
cannot do something or take some action which will correct this grow- 
ing evil in our own industry and afford some protection to the in- 
dependent tire dealer. We ask for no special privileges and no un- 
warranted favors. We are willing to take our chances with the forces 
of competition, given an equal opportunity. We are firmly dedicated 
to the principle that a system of free enterprise does not guarantee 
results but it does guarantee equal opportunity and this is what we 
seek here today. 

We are grateful to you for the opportunity to be heard, and in say- 
ing this, I know I express the appreciation of all the tire dealers from 
coast to coast. We trust that justice will prevail and that wisdom 
will dominate the subsequent deliberations of this committee. 

Senator Morse. I am very glad to have you, Mr. Schaal. You have 
made a very, very good statement, indeed. 

Mr. Foley, any questions ? 

Mr. Fotry. I don’t believe I have any questions. 

Senator Morsr. Thank you very much, Mr. Schaal. We will place 
in the record at this point, Mr. Schaal, the letters you referred to in 
your testimony, along with Mr. Rosen’s prepared statement which you 
submitted for the record. 

(The material referred to is as follows :) 


EXHIBIT 12-B 


LETTERS SUBMITTED BY KENNETH R. SCHAAL, VICE PRESIDENT, NATIONAL TIRE 
DEALERS & RETREADERS ASSOCIATION 


WEstT CoLumMBIA TIRE SERVICE, INC., 
West Columbia, 8.C., June 12, 1959, 
Mr. Ernest B. MARTIN, 
President, NTDRA 
Washington, D.C. 


Dear Mr. Martin: In reply to your day letter received today, please be advised 
that direct selling by manufacturers to the consumer is of great concern to me. 
It is my belief that unless something is done to curb this practice that the inde- 
pendent tire dealer of my nature will soon be extinct. 

I know of manufacturers selling directly to consumers in my town. In facta 
national rubber company’s representative used my telephone and I overheard 
the conversation. During the conversation this representative offered a con- 
sumer tires at a price lower than I can buy. It is difficult to get actual proof in 
the form of invoices or copies of invoices. Direct selling in our market is an 
open secret. This is a very vital problem to me and I am interested in seeing 
some steps taken to correct this evil. Dealers in other products that have an 
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annual gross business larger than the tire industry do not have to compete with 
their suppliers. 
I hope this letter can be of some assistance to you and if I can be of help in this 
matter in any way, please feel free to call upon me. 
Very truly yours, 
Pat G. SMITH. 


ExHIBIT 12-—C 


WHITE TrrE & Battery Co., INc., 
Houston, Tez., June 15, 1959. 
NATIONAL TIRE DEALERS & RECAPPERS ASSOCIATION, 
Washington, D.C. 
(Atten: Mr. Ernest B. Martin, president). 


DEAR Mr. Martin: I would like to go on record to our association and to our 
Senate Small Business Committee concerning the sale of rubber tires to various 
consumer accounts on a direct basis by the manufacturer of such tires. 

This practice has caused a very unjust and competitive condition in the Greater 
Houston market. 

The manufacturer’s representative, to my certain knowledge, have priced tires 
to large fleet accounts, which are listed on schedule attached, at a price which is 
comparable to my buying price. The respective agents doing the purchasing 
of the accounts listed, have been contacted. These gentlemen state that their 
tire requirements are supplied by the manufacturers shown and not by any in- 
dependent tire dealer. 

Yours truly, 


G. A. WHITE. 


Rainbow Baking Co., Mr. Matting; Firestone, factory branch. 
Hires Root Beer Co., Mr. Bowers ; Goodyear. 

Houston Lighting & Power Co., Mr. Commander; Firestone-Goodrich. 
W. S. Bellows, Construction Co., Mr. Cain; Goodyear-Firestone. 
Houston Natural Gas Co., Mr. Sayer; Goodyear-Firestone. 
Coca-Cola Bottling Co., Mr. Yarborough ; Firestone. 

Texas Drive-Ur-Self Co., Mr. Carbine; Goodyear-Firestone. 
Golden Age Beverage Co., Mr. Durmont; Firestone-U.S. Royal. 
Jorgensen Steel Co., Mr. Dagley ; Firestone-Sears. 

W. D. Haden Co., Mr. Hillard; U.S. Royal-Goodyear-Firestone. 
Baroid Mud Co., Mr. Landers; U.S. Royal-Goodrich. 
Binswanger Glass Co., Mr. Hunt; Firestone. 


ExuHIsIt 12—-D 
Lorp’s TIRE & SUPPLY Co., 
Mobile, Ala., June 12, 1959. 
Re Direct selling to the consumer by the manufacturer of tires and tubes. 
Mr. ERNEST B. MARTIN, 
President, NTDRA, Washington, D.C. 


Dear Mr. Martin: I have been engaged in the tire business on my own ac- 
count since 1941. Perhaps the greatest deterrent to the progress of my business 
has been the matter of direct selling of tires and tubes to operators of truck 
and passenger cars in the area which I operate. It is generally known that most 
any account of any size whatsoever is extended the privilege of buying on a di- 
rect basis which eliminates the independent dealer from his share by that 
business. 

A large contractor recently came into our area and one of our commercial men 
ealled on him. He quickly advised that he was on a direct factory billing basis 
from a manufacturer. In these instances, we cannot afford to call on these 
people as the profit derived from service and incidentals through their business 
would not justify it. 

We know of one small body manufacturing company here that buys at manu- 
facturer’s prices. We believe that we can produce full evidence where one 
truck operator in this area has been extended manufacturer’s prices on several 
truck tires. 
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In Mobile, we have company-owned stores by Goodrich, Firestone, and Good- 
year. This, to us, is just another avenue of direct factory selling, and we find 
it difficult to compete with a competition such as this. It appears that all they 
are after is volume so that the factory will make a manufacturer’s profit and 
their local store losses from a profit standpoint are not too important. 

As to proposals for curbing direct selling practices, I would not know the 
proper procedure. All I do know is that we believe the factories are entirely 


out of place and out of order and unfair to their independent dealers to engage 
in this practice. 


Yours truly, 
HERRON Lorp, Owner. 





EXHIBIT 12-E 
CENTRAL TIRE SERVICE, 


Snyder, Texv., June 18, 1959. 
Mr. Exnest B. MaArrtTIN, 


President, NT DRA, Washington, D.C. 


Desk Mk. MARTIN: It is regrettable that I could not make a personal appear- 
ance before the Senate Small Business Committee hearings on the direct selling 
problems on which they will hold hearings on June 17, 18, and 19. I had pre 
viously expressed a desire to give my testimony, if it was needed, but was unable 
to be in Washington at this time. I now welcome this opportunity to offer my 
comments of experience in dealing with these problems of direct selling. 

I have in my possession quite a large file of correspondence on this problem 
of direct selling by the tire manufacturers. This file was the result of corre- 
spondence between the Honorable Congressman George Mahon and myself in 
early 1953. A nice file of correspondence but no results; in fact the problem 
has grown progressively worse since that time. 

First, I would like to express my opinion as to why or what has caused the 
tire manufacturers to resort to direct selling to the consumer at prices lower 
than their own dealers. As you know, through the years, some major tire manu- 
facturers have put in their own retail outlets. They did this because they could 
not get enough aggressive dealers to sell their production; there just weren’t 
enough good tire dealers around that wanted to work for nothing. Then, after 
putting in the company store in a town, they could not get the kind of manage- 
ment that could compete on an equal basis with the hometown independent tire 
dealer. The result was and is now: they can compete only by cutting the price 
so low (below store operating costs) and they do this to get some business to 
keep the factory running, even if it meant subsidizing the cost of retail selling. 
This was just the beginning, because those tire manufacturers who used inde- 
pendent tire dealers for their distribution had to go out and meet the prices 
quoted by the tire manufacturer who owned his own so-called retail store. 

This, in my opinion, is what has broken down the traditional method of dis- 
tribution in the rubber tire industry. What will be the final results—again my 
opinion. The conditions have already arrived that is causing the independent 
tire dealer to diversify his operation to the extent that he is fast becoming a 
small factor in the distribution of tires. The major rubber companies who 
through their poorly managed company stores could not compete equally with 
local ownership, are about to exterminate us as tire dealers, through, not just 
their own direct selling, but by forcing other tire manufacturers to bypass their 
dealers and compete with them direct. 

Before I might be misunderstood, I want to say that I am a very firm believer 
in keen competition which should get manufactured products to the customer 
at the very cheapest price. However, this pricecutting, or bypassing the dealer, 
is just for one thing, complete destruction of the local owned tire distributor. 
When this is accomplished, you can be assured the public will have to pay more 
for less and with less service through the company owned, poorly managed retail 
store. They will not have to compete with local ownership; he will be gone 
from the tire business. 

As you know it is a conclusive fact, and the facts are available by the subpena 
powers of the Senate committee, that tire manufacturers are selling any num- 
ber of all size tires to any number and any size consumer, direct from manufac- 
turers’ factory and warehouse, at prices far below what they are selling their 
own franchise dealers. Since these facts are conclusive, I will mention only the 
effect that this type of competition is having on our business. I will start by 
giving two specific examples. 
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Example No. 1. For many years we have sold Holder Construction Co. of 
Snyder, Gates tires at a discount structure giving us a gross profit of approxi- 
mately 18 percent. Our average yearly sales to this company prior to the time 
we lost them to the tire manufacturers was $9,168. Our sales to this company 
for the last 12 months has been $965. 

Example No. 2. For many years we have sold McClatchey Bros. Trucking Co, 
of Snyder, Gates tires at a discount as stated in example No. 1. Our average 
yearly sales to this company prior to the time we lost the business by direct 
shipment from the tire manufacturers was $5,723. Our sales to the same com- 
pany for the last 12 months: $2,155. Our records will prove these figures. 

This is just two examples, there are many more, all of which have so affected, 
the price structure to the extent that there is not enough profit on the retail 
level for the retailer to function as a tire dealer and give service to his cus- 
tomer. Due to the facts mentioned, we have been forced to direct our sales ef- 
forts to other automotive needs that have not yet been so polluted as the tire busi- 
ness. Three years ago, tire sales accounted for 90 percent of our gross sales, 
today it is accounting for approximately 40 percent. 

In conclusion I want to say that we have seen the battle lines forming for 
this fight to eliminate the small tire dealer. We are grateful that we saw it 
and have already made enough diversion of efforts in our business to absorb 
this loss in tire sales. In a very short time we will not be a thorn in the side 
of the tire manufacturer who cannot establish dealer relations sufficient to 
move his products. 

I believe that it will be hard for any Senator sitting on this committee, after 
listening to these hearings, to keep from acknowledging that the major, tire 
manufacturers of this Nation, by their own action (direct selling) publicly demon- 
strate that they are a total failure in the American way of distribution that 
has been so good for the economy of our Nation. I know that the evidence 
will prove conclusively that they are out for one thing, destroy their competition, 
and then fleece the public with noncompetitive high prices. 


Yours very truly, 
STANLEY NoAH, Owner. 


ExuHrsit 12-F 


Wr.is’ Quick TIRE SERVICE, 
Griffin, Ga., June 18, 1959. 


NATIONAL TIRE DEALERS & RETREADERS ASSOCIATION, INC., 
Washington, D.C. 

Your Honor: I wish to go on record as being against direct selling by tire 
manufacturers. I am an independent tire dealer. 


Yours respectfully, 
C. B. Wr1is. 


ExuHIsit 12-G 
WALTER H. ZOsEt Co., 
Salem, Oreg., June 16, 1959. 


Re Senate hearings on direct selling in the tire industry. 


Ernest B. Martin, 
President NTDRA, 
Washington, D.C. 

GENTLEMEN : My 40 years’ experience in the retail tire business gives me some 
definite concrete evidence of what is happening to the independent retail tire 
dealer. At one time the retail tire business belonged to the retailers, but in re- 
cent years the greed for volume and prestige by the manufacturers has changed 
the above picture to the point of bypassing the retail dealer on most volume ac- 
counts by taking this business direct. If the dealers shout loud and long enough 
the manufacturer will generously pass him a delivery commission for delivery 
and handling of 5 to 7% percent, and commonsense will tell anyone that with 
rising costs you just cannot live on a commission of that sort. 

It is absolutely imperative that the Government take some action to force the 
major manufacturers of tires to recognize the plight of the independent retail 
tire dealer, and give the retail business back to the retailer where it belongs. 


Very truly yours, 
WALTER H. ZOSEL. 
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ExuHIsiIt 12—-H 
Hoop TrreE ExcHANGE, 


Sheffield, Ala., June 16, 1959. 
Mr. Ernest B. Martin, 


President, National Tire Dealers and Retreaders Association, 
Washington, D.C. 


DeEAR Mr. Martin: By sending copies of this letter to Senator John Sparkman 
and to Mr. DeWitt Shaw, former Gates Rubber Co. territory manager, we could 
very well get more information and assistance in our efforts to stop direct selling 
by tire manufacturers. 

While Mr. Shaw was our territory manager and I was a Gates tire distributor 
I can make this statement. I not only took an unknown brand of tires and in- 
troduced it to our community at my own expense, but I made it the best selling 
tire in my town within 3 years. 

Our truck tire sales were not what Gates and I wanted it to be, but we could 
not overcome the price differential of Gates tires over other brands. Gates 
tires were costing us more than the prices truckers claimed they were paying 
for other brands. Mr. Shaw told me Gates Rubber Co. had a “one time special” 
on truck tires to introduce their product to large accounts who would buy 25 or 
more tires at one time. He showed me the price and it was so far below my 
cost I could not believe it. He suggested I make a few calls and see what I could 


do and mail the orders directly to him. Here are some of the prices which I 
still have in my possession : 


My cost Gates’ direct 

selling price 
6.00 x 16 6 ply cick stand bisa cnc cag eleeioanest inn d bsate Scio dean $19. 48 $17.35 
ER DD OI ind, eed eantdabed nnsedeudiebbeinnnbebends6 deGinandeneed 68. 46 60. 26 
10. 00 x 20 ia, ply | isi ARO SES RES A RIALS A © ED Ue Sass 104. 69 82. 32 
SS BO CAE cia wakcpndendavclemunctind sewewueuditabdadhhideldbaaewe 123. 32 90. 84 





I mentioned these sizes because they are sizes Gates sold more of in my area, 
and are still selling direct to my former customers. 

I made one call to Matthews & Fritts Construction Co. and explained it was 
a “one time deal” to introduce Gates truck tires. Gates did something else a 
dealer could not do. They gave 30-60-90 days dating without interest, less 2 
percent on each payment. All tires were shipped and billed from the factory in 
Denver, Colo., freight prepaid. 

A few months later Mr. Shaw resigned his position with Gates and a new 
man, Mr. Bill Cox took his place. Mr. Cox stated that the special price was still 
in effect and he began calling on Matthews & Fritts as well as other accounts. 
He sold Ballew & Roberts Construction Co. only two 11.00 x 20 truck tires at 
the 25 tire price. He sold them several times, and never more than five tires in 
one order. 

At one time Mr. Cox sent Matthews & Fritts to borrow tires from us until his 
order was shipped from the factory. In at least one order Mr. Cox sold this 
firm passenger tires for their family cars and farm tractor tires. One of 
Matthews & Fritts employees had a Gates tire on his personal pickup truck and 
it “failed” before wearing out. Although the tire was not purchased from me, 
the tire was brought to our store for an adjustment. By this time I had dis- 
continued selling Gates tires and so I refused to make an adjustment. 

Sincerely yours, 
L. D. Hoop. 


ExHrsiT 12-I 


STATEMENT OF CLAIR V. Warp, 2601 West Mission RoAp, ALHAMBRA, CALIF., PAST 
PRESIDENT NAITD, 1948 


This is to certify that Clair V. Ward—independent tire dealer since 1922 selling 
and distributing tires and tubes in the Greater Los Angeles area (known as a 
multiple market) and distributing U.S. tires for a period of some 31 years— 


ay eanceled as a tire dealer by the acts of the United States Rubber Co. May 
, 1953. 
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The act of United States Rubber was an “illegal use of judicial authority” 
causing an attachment to be run by the sheriff of Los Angeles County at a time, 
when no moneys were due and payable to U.S. as was later testified and approved 
before the court of Judge Benno Brink. Such act was brought about by malici- 
ous and vindictive actions of the United States Rubber Co., after several threats 
and intimidations of their Pacific coast representatives as well as a visit from 
their general manager from New York. 

Such action was the direct cause of my noncompliance with their demands to 
aid in removing their name from a law suit in the district court (Federal) of 
Washington, D.C. and filed under the direction of the entire board of directors 
(48) charging price fixing, price discrimination, and monopolistic practices during 
my year as national president, i.e. 1948. The result of such suit are of record 
and show a plea of nolo-contenders by the defendant and accepting a fine and a 
guarantee of discontinuance of all such practices. 

The malicious and vindictive actions of the United States Rubber Co. was 
ruled on favorably to C. V. Ward in October of 1957 after some 4 years of con- 
test in the local Federal courts—but the malicious and vindictive actions of the 
United States Rubber Co. continue to harrass the defendant by carrying such 
actions through the local Federal district court and now to the district Federal 
circuit court upon an appeal—which has no legal basis for appeal as was stated 
by the honorable Judge Westover in the local circuit court. The continued 
harrassment is solely for the announced purpose of United States Rubber Co. 
to remove the defendent from a place of influence in the tire business—in order 
that they (United States) might continue their illegal distributing methods 
throughout the entire country. 

The United States Rubber Co. manufacture and distribute many brands of 
tires and tubes comparable in quality to their own brand and sell to the mass 
buyer at prices far lower than the difference in distribution cost warrant— 
making it impossible for the present independent dealer to compete on an 
equitable basis with the same quality tire sold to other mass buyers—such as 
oil company chains and special brand operators. This is grossly unfair competi- 
tion as set forth in the Robinson Fair Trade Act, etc. 

An accurate examination of United States Rubber Co. records will reveal price 
discrimination between their resale dealers as well as a practise of closing out 
so-called DD tires without so branding for identification causing confusion in 
the buyers mind as well as the dealer. 

Further evidence of vindictive actions of United States Rubber Co. against the 
several dealers that signed the suit against them in the Federal court in 1948 will 
be borne out by the fact that all who complained at that time no longer dis- 
tribute United States tires as various pressures have been brought to bear that 
caused either an elimination or at least a change in the distributing of their 
United States brands. 

An examination of the record will further reveal the taking over of many 
United States independent dealers for the purpose of monopolistic distribution 
practices by applying unfair and possibly illegal methods to gain complete 
control of such dealers business, clearing the way for 100 percent controlled 
distribution. 

The sale and servicing of truck tires in the Los Angeles basin is almost a 
thing of the past for independent dealers as the pricing policy and direct bill- 
ing policy initiated by United States Rubber Co. has taken this business out 
of the hands of all independent merchants. A large percentage of all truck 
tire sales are sold either direct by the manufacturer or billed direct by the 
manufacturer at far less than the cost of such tires to independent dealers 
after taking into consideration their cost of doing business. 

Truck tire mileage and leasing arrangements are practiced in this market 
making this business unavailable to all dealers. This also is contrary to agree- 
ment at the close of our 1948 suit with United States Rubber and other members 
of the industry. 

The writer will gladly appear before the Senate investigating committee if 
placed under a proper subpena and expense of such trip to any point desired is 
guaranteed. 
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ExHIBIT 12-J 


PREPARED STATEMENT OF MILTON ROSEN, OWNER, MILTON ROSEN TIRE & RUBBER 
Co., St. PAUL, MINN. 


(Statement submitted for the record by Kenneth R. Schaal, vice president, 
National Tire Dealers & Retreaders Association) 


My name is Milton Rosen. I own and operate the Milton Rosen Tire & Rubber 
Co., in St. Paul, Minn. I began to work in the tire business in 1910, and started 
my Own business in 1915. Since 1922 I have been a tire distributor for the 
United States Rubber Co. 

My business represents an investment of $365,000 in the physical plant alone, 
and a half a million dollars including equipment, plus my 49 years of experience 
in the tire business. I built this business up to a volume of $1 milliona year. In 
recent years the unfair and discriminatory practices of the tire companies have 
reduced my business to where it is running at about $250,000 a year. Five years 
ago I had 27 employees. Today I have 12. Until 5 years ago my business was 
profitable. Today I am supporting my business out of my savings and invest- 
ments. Last year I lost $26,000 in cash in my business, without taking out a 
penny for myself. In the past 8 months I have had to put $100,000 into the busi- 
ness. If present conditions continue I will soon be out of business. Three of 
the men with whom I started to work 49 years ago are still alive. I have been 
planning to invite them to St. Paul for a party next year to celebrate our 50th 
anniversary in the tire business. Frankly, under present conditions I am afraid 
I will no longer be in business to celebrate that anniversary. 

I asked to appear before this committee because I believe that the Government 
is failing to protect individual local businesses such as mine from the unfair and 
discriminatory practices of the tire manufacturing companies. Unless something 
is done to stop these practices people like myself will soon be driven out of busi- 
ness. The destruction of independent tire dealers hurts not only the people who 
have built their own businesses but also hurts their communities, destroys local 
tax revenues, and eliminates local initiative and independence. 

The very tire manufacturers whose business we independent dealers helped 
build are now destroying our business by sending company salesmen into St. 
Paul to sell tires to our customers cheaper than our own buying price. Asa 
volume distributor I buy tires from the manufacturer at a discount of 6 tens 
off the manufacturer’s list price plus an additional discount of 8 percent. I 
know of many instances where the tire companies in recent years have sold 
tires to my former customers at discounts of 7 tens and even 8 tens off list price. 
No one of such customers buys half as many tires as I do. 1 am not talking 
about sales to national companies, which are bad enough. I am talking about 
local truckers and transportation companies, such as Merchants Motor Freight, 
Murphy Trucking Co., Century-Matthews Co., Motor Cargo Trucking Co., Minne- 
sota-Wisconsin Trucking Co., Watson Brothers, and Briggs Transportation. The 
tire companies will sell direct, at prices equal to and often below my cost, to any- 
one who has two trucks or more. 

Naturally I do not have copies of the invoices or rebate or credit records which 
will show the prices my former customers are now paying manufacturers. I 
believe that the purchasing agents who have told me about these prices are tell- 
ing the truth. The Government can and should get the records and establish the 
truth of these statements from the tire companies’ own books. 

This direct selling by the tire companies is unfair not only because of the dis- 
criminatory prices they give, but because they are using the very business I built 
to destroy me. I developed the Armour & Co. account in St. Paul for United 
States Rubber and now competition has taken it away from me. Furthermore, 
competition hires salesmen to go out and undersell me. Not only that, but in 
order to stay in business I have to deliver or service the accounts to which the 
tire companies sell directly. For this service I receive a 5 percent commission 
on the net price, which is insufficient to meet my costs for delivering and mount- 
ing the tires, or for billing and carrying the accounts where I do that. On my 
own sales in order to maintain my business and give proper service, I find that 
IT have to sell at a price which allows me a 20 percent gross. 














242 DUAL DISTRIBUTION IN AUTOMOTIVE TIRE INDUSTRY 


I am compelled to take these heavy losses on direct accounts in order to main- 
tain the volume necessary to permit me to compete for such business as I can 
still get for myself. In effect, I and my own customers are subsidizing the tire 
companies and their customers. The extent to which I am subsidizing my sup- 
plier is indicated by a few figures. I maintain warehouse stocks of between 
$80,000 and $100,000. About 70 percent of my business is in truck tires. Yet over 
90 percent of my truck business is business sold directly by the tire companies 
and on which I receive only a 5 percent commission. 

I do not believe that the tire companies or anyone else are making money out 
of distributing tires sold directly by the manufacturers. List prices mean nothing 
today. The simple truth is that direct selling has brought about a situation in 
which I can truthfully say that today I do not know what the price of a truck 
tire is. Simple arithmetic shows that the tire companies are losing money when 
they by-pass me to sell directly to my customers. Even if they charge such 
customers the same price I would pay, the tire companies have additional sales 
expenses in calling upon direct accounts, plus the extra 5 percent service com- 
mission which I get for delivery and mounting. In cases where the tire com- 
panies bill the accounts directly they have further expenses. 

This situation cannot continue much longer without ruining me and other 
independent tire dealers. I urge this committee to get the facts and give us relief. 
I do not believe that it is lawful or in the interest of the public to let the inde- 
pendent tire dealer be driven out of business by such practices, which benefit only 
a few at the expense of many. 


Mr. Morse. Our next witness will be Mr. Joseph F. Somers of 
Palmer Tire & Supply Co., Philadelphia, Pa. 

I had hoped Senator Scott would be here, but I have been advised 
he is tied up on the floor, as we Senators say, and cannot get here for 
some time. 


STATEMENT OF JOSEPH F. SOMERS, PALMER TIRE & SUPPLY C0., 
PHILADELPHIA, PA. 


Mr. Somers. By way of introduction, Iam Joseph F. Somers, Presi- 
dent of Palmer Tire & Supply Co. in Philadelphia, and I have 
been associated with the company for 33 years. 

We are distributors of Kelly-Springfield, Firestone, and Michelin 
tires, and I would like to point out several instances of direct sellin 
in my area that have cost me many dollars in the past, and inju 
my business, if allowed to continue. 

For example, I have an account in Philadelphia who will buy, for 
instance, $20,000 worth a year in common carrier, a trucker, and in 
the summer of 1957, I had been calling on him and he gave me an order 
for 25 large truck tires. 

As I was about to leave, feeling pretty good with the order, he said, 
“Would I get the same price from the company stores?” 

I said, “Oh, yes; the prices are identical.” 

So he said, “Well, I think I had better check.” 

So he called the store. The store gave him the same price I did and, 
of course, he gave them a canned answer, “too much.” 

Immediately the store manager said, “Well, I will come out to see 
you. Let me come out to talk to you.” 

So he asked me what I would like to do about it, and I said, “I will 
bow out for about an hour and come back and, in the meantime, you 
have your conversation with the store manager, and let us see what we 
come up with.” 

When I came back, the store manager was still there. Of course, 
we knew each other. He came out kind of red faced, and to make 
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a long story short, it developed he had quoted him prices $20 less than 
I had, which was approximately $10 less than our cost. I was making 
10 percent. He went 10 percent below the costs. 

I delivered the order. I had the order in my pocket. I delivered 
the order because I said I would. 

The thing is that I left the impression with the customer that I 
was giving him a price $20 higher than anybody else could, and still 
making a profit, and I then deducted from the company’s bill for 
over a year until they gave me a credit for it. I took off the 10 percent. 
They went lower, and I took 10 percent for myself. 

The second example just happened 2 months ago. One of our sales- 
men called in. He said, “I am here at the customer’s office. He wants 
to give an order for two tires if I will meet the price of the company- 
owned store.” 

The order was an 11-22.5 logger tires. They were mounted on rims, 
brand new, and were offered to him for $60 apiece. 

I said, “Well, I don’t think we can do much about it, maybe make 
a few dollars, but I will call the district and find out.” 

I called the district office, asked them for a price on a couple of 
these tires. They said they did not have any, but the store did. I said, 
“Will you get me a price from the store? I would like to sell a couple.” 

The price to me, who would buy thousands—a thousand times what 
this customer would pay—was $75 a tire, or $15 more. 

Another instance was of a customer who had recently had a price 
sheet left with him by Goodrich, and written right across the face 
of it is 50 and 10 percent off. That means he can take 50 and 10 
percent off any truck tire on there, and that he will buy at a price very 
close to what we buy for. 

Under our franchised dealer, we must give them a certain volume 
each year. We have a Goodyear recap shop in Philadelphia which 
is a tremendous outlet; no doubt there is a lot of overhead, and they 
are outquoting 50 percent off on recapping, which is less than a lot of 
recap shops would give somebody like us. 

In the Philadelphia area we have a Lehman Transportation Co. 
and a Matlack Transportation Co. who haul oil and oil products for 
the refineries. 

They, I would say each of them, in a year’s time buy $150,000 to 
$200,000 worth of tires. They certainly do not buy near as many 
tires as I do, but that company enjoys what they call a max deal of all 
the discounts off the face of the invoice. It is a greater discount than 
we are entitled to, and I asked if it was not violating some legislation 
of the Government not to do that, and they said, no. There are 25 com- 
panies in the country that are entitled to that discount, even though 
they do not buy as much as I would buy. 

Either one of those companies could call up and buy 10 truck tires 
and get a better price at any time than we get. 

Trailmobile, which is a manufacturer of trailers, and enjoys a real 
good price from the tire manufacturers and should not because they 
are a trailer manufacturer, was out selling tires 3 weeks ago, tires and 
tubes and taxes included for $75 apiece. 

Now, Senator, if I could buy at the price the Trailmobile can buy, 
T could sell them at that price, too. 
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Somewhere in between here there is a great misrepresentation of 
costs and values. 

Mr. Fotry. Let me ask you, Mr. Somers, on your trailers this type 
of tire, what is your cost on a 10.00 x 20 tire? 

Mr. Somers. Well, 30 off of code is $108, and your max deal is a 10 off 
of that, which would bring it down to 98. There is a 714, and 3 
at, oe present time; we will say it is $110, and that brings it down 
to $89. 

There is a $7 allowance—about $81. That is just for the tire with- 
out the tax. This is tire, tube, and taxes. 

Mr. Fotry. I would say, Senator, that Mr. Somers has demonstrated 
his ability to handle the pricing discount schedule for us. 

Mr. Somers. I would like to tell you here, incidentally, in defense 
of the company managers of the stores they do not take all the busi- 
ness. They do leave us a certain segment of this truck business, and 
that is mainly composed of the guys who don’t pay their bills. 
[Laughter.] ‘That is what they leave us. I want to defend them. I 
want to be honest with them. 

Mr. Fotry. I want to ask you, do you have any idea how many tires 
Trailmobile buys ? 

Mr. Somers. No, I donot. They would only buy, they only need to 
buy the tires for the trailers they are manufacturing and building 
and delivering, and they have an arrangement with the parent com- 
a of the tires, if I would take delivery of a trailer and I do not 

ike the make of tire on there, let us say it is Goodyear and I want 
Firestone, they will put Firestone on for me, and they can return those 
Goodyears. There is no loss to them. There is no reason why they 
have to go out and sell them. 

Mr. Fotry. Are these tires of like grade and quality ? 

Mr. Somers. Oh, yes. 

Mr. Fotzy. And they resell the tires? 

Mr. Somers. Can they resell them ? 

Mr. Fotry. They resell them ? 

Mr. Somers. They do, and they have done it. I do not think it is 
mee common with Trailmobile. I do not think it is common with 
them. 

I only cite the instance I know. Iran into it. 

I will say this to you, I would love to buy tires—and I have tried 
for a number of years—at the price the trailer manufacturer buys 
them for. A truck-manufacturer business is, I would say, business set 
aside unto itself for the tire manufacturers. They have men who 
contact the manufacturers, and I have no quarrel with that, except 
that there should be some means of preventing them from going out 
and selling the tire in competition with us. 

Mr. Fotry. Do you think they buy more or less tires than you buy? 

Mr. Somers. Do they buy more? 

Mr. Fotey. Yes. 

Mr. Somers. I would think they buy more. 

Mr. Fotry. So that they may 

Mr. Somers. Assuming that Trailmobile, and they are a pretty big 
outfit just like Fruehauf, although they are pretty well hooked up 
with Dayton, because they are coming through with a Dayton tire. 

Mr. Fotryr. So the differential may be here in the volume discount? 
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Mr. Somers. It would be predicated on the volume, but it does not 
mean necessarily they would get it. 

For example, there is a manufacturer’s price on the sale of certain 
volume, but there is no assurance that Trailmobile, as an example, is 
going to buy, we will say, so many Kelly tires for that trailer. They 
are only buying what a customer might specify, otherwise they put on 
whatever they may have in stock. 

All the large accounts in our area or any account that has to be a 
low deal like accountship, a community, a State, city, are all sold 
through the stores at a lower price than we buy. 

Now, there are some few they let us handle, and if we do, we are 
paid that famous 714 you heard so much about. In some cases, we get 
paid 5 and, of course, as you just heard Ken Schaal say, you cannot 
operate on 714 when our overhead is around 20. 

Mr. Fotry. Senator Morse, Senator Humphrey pointed out yester- 
day that he thought it was rather unusual that all the companies al- 
lowed the same 714 percent handling commission on these national 
accounts. That is what the witness is referring to, that almost every 
company has the same commission arrangement. 

r. Somers. That is right. 

Senator Morse. Coincidences are very strange things. 

Mr. Somers. As an example of what we are up against when we buy 
tires versus the Goodrich quotation of 50 and 10, I would like to give 
you the discount that we get on truck tires. We start off with 19 
percent, which bring us down to code. 

Then from code we get 30 percent; then we get a 3-percent carload, 
then we get a 3 percent for God-knows-why, then we get a 714 per- 
cent, and then we get a $7 allowance, which is a brainstorm of some 
of these officials of these rubber companies, and then we get a gradu- 
ated volume up to 514 percent. 

Now, in comparison to that we handle Michelin tires, which are 
imported from France. They are a steel cord tire. They have no 
list price. They have a commercial selling price. I can quote you 
from that, but I cannot quote you from a company list price. 

We do not get but one discount, 22 percent; that is it, period. 

Now, they do give you a volume rebate predicated on the amount you 
buy quarterly, and it is paid to you quarterly, not yearly. 

It seems to me that the companies in this country could copy them 
very well in their pricing structure. 

One other thought I would like to leave with you. You have all 
read the papers recently, and I am sure it is nationwide, about these 
department store ads for passenger tires of $15 apiece, whether it be 
tube or tubeless, black i white, and so forth. I think white is $3 
more. ‘They are making great stress of a nylon tire for $12.95 or so. 

The industry spent quite a little money in conjunction with Du Pont 
a few years ago glamorizing nylon tires, showing you what nylon 
meant, safety that was built into a tire. 

All of a sudden, nylon is down to the lowest level it can possibly 
be if that tire is made according to proper specifications, which we in 
the tire business know it is not. 

The thought I would like to leave with the committee is that some- 
thing ought to be done to make tires according to Government speci- 
fications in conjunction with the manufacturer, so that if a tire is 
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called a 100 level as an example, it would be so designated on the side- 
wall of that tire, and if it was 87 level it would be 87 level. 

Then you would not have the advertising like we have so much of 
it today, “This is a first line tire.” That means nothing. 

A first line tire of one manufacturer could be in construction and 
in value equal to the third line tire of another manufacturer. So 
there certainly ought to be something done to have a uniform standard 
on building tires and so marked on the sidewall of that tire, so that 
the “a will not be misled as to what they are getting. 

Mr. Fotry. In your opinion, Mr. Somers, is a third line tire a good 
tire? Is it a safe tire? Would you recommend it be manufactured 
and sold ? 

Mr. Somers. I personally do not like to see a third line tire. But 
the company and the industry seem to think they need it to combat 
the so-called other cheaper tires. I do not want a third line tire on 
my car. 

Idrive distances. I drive the turnpike. 

While some companies advertise that it is turnpike proof, and so 
forth and so on, I daresay if you would make a survey of the tire 
dealers here or the ones who have been here, you would not find any 
of them with a third line tire on their car. I doubt it very much. 

ee otey. And yet this is the tire that is primarily advertised, is 
it not? 

Mr. Somers. Well, it is a come-on, like most businesses do, they 
usually put the lowest-priced article they have in the paper and try to 
get them in. As the old saying goes, if you sell it, you get your arm 
cut off. Nail it down. 

Mr. Foutey. This is primarily to compete against the mail-order 
houses, is that correct ? 

Mr. Somers. That is right. 

Mr. Forry. In order to get you in the store, and then you hope to 
sell them a good tire? 

Mr. Somers. You can remember, no doubt, we had one tire, one 
quality tire, one truck tire, and some of them are not too good at times, 
and we all made out all right. 

I daresay we were all doing better than we are doing today. We 
only had one tire. 

I think today in a major company, such as Goodyear and Firestone, 
they have about 260 different types of tires. We carry about $100,000 
inventory. 

There is a tire for $12.95. I do not know how much it would be. 
In our paper, this would cost in our paper, about $1,000 to put that 
ad in. It says it is “turnpike proof.” If that is turnpike proof, I do 
not know what the one is that sells for $30. That must go out into 
orbit. [Laughter.] 

Senator Morse. You mean when I go into a tire store and I am told 
that I am buying a first-line tire, that does not mean anything? 

Mr. Somers. Well, Senator—— 

Senator Morsz. Comparatively speaking? 

Mr. Somers. That is right. 

In the industry we are using as a comparative level the tire that is 
on a car as original equipment. We term that a 100-level tire, the 
original equipment tire. 
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Then we go above it with nylons and premium tires, 105, 110 level, 
125 level. 


We also drop below with about an 87 level and, I think, this tire is 
around a 75 level. 

Now, today we are entering into difficulty because you as a layman 
will call us on the phone and ask for a price of a tire and, of course, 
I’m going to stay abreast of the rest of these fellows and tell you $12.95 
is the price of the tire. 

If you come in, I will show you different. 

The next question we are getting now is “Is it a first-line tire?” 

Frankly, I am getting to the point where I do not know what to say 
to you. It isa first-line tire in comparison, if that same tire were with 
a second or a factory blemish, but it is not a first-line tire compared 
to the 100 level tire, which is the same as your car being purchased 
new. So “first-line” today loses its significance. 

Senator Morse. When you say here in your last point in your out- 
line that we ought to give some consideration to the possibility of 
requiring some Government specifications in conjunction with manu- 
facturing, an identification mark on sidewall tires, this would eliminate 
misleading advertising of pricing as we have it now in a department 
store. 

That is based, is it, Mr. Somers, on your judgment that the con- 
sumer today in the tire market is being taken advantage of by repre- 
sentations of the industry in that he is being sold, through advertising, 
tires inferior to what he honestly believes he is buying when he reads 
the advertisement ? 

Mr. Somers. Very misleading. 

Senator Morsg. It is your opinion that the Government, the Fed- 
eral Government, has the duty, as it exercises it in other fields such as 
foods and drugs, based upon its police power to protect—— 

Mr. Somers. That is right. 

Senator Morse (continuing). The safety and welfare of its citizens, 
to start imposing some standards on the tire manufacturing industry 
because we have reached the point in the representation of tires to 
the consuming public where there is, in fact—let us be frank about it— 
a form of fraud being practiced upon the public? 

Mr. Somers. That is right. 

Mr. Fotry. Senator Morse, I would just like to put something in 
the record here and call to Senator Humphrey’s mind that he took u 
with the Federal Trade Commission in about March of this year this 
advertising problem where first-line tires were advertised for $15, 
which was quite clearly erroneous, and the Federal Trade Commission 
was able to arrange with these manufacturers to discontinue those 
advertisements. 

But they were advertised as first-line tires, and any tire dealer 
knows it is not a first-line tire, and not turnpike proof. 

Mr. Somers. I would not say it is not turnpike proof. I do not 
know that. But I would not want to run the turnpike with that. 

_ If you will remember, before the Federal Trade Commission stepped 
into it, as an example, with Firestone we had the deluxe tire, which 
was a 100 level. You and I, when we went to school we were taught 
that super meant something above, but the second-line tire was a 
deluxe super Champion, and the third-line was a deluxe super Cham- 
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pion, and Goodyear was guilty of using the same phrases, and the 
Federal Trade Commission, as I understand it, made them change it 
so they had to delete the word “super” from anything under the 100 
level tire, so we have a deluxe Champion, a safety Champion, and a 
Champion, period. 

Senator Morse. I want to ask one more question before I leave the 
hearing and turn it over to our chairman, the Senator from Min- 
nesota, Mr. Humphrey. 

We already have on the statute books a full structure of regulatory 
law in regard to labeling in connection with woolen goods and other 
types of goods. 

Those laws, in general, have been tested in the courts as a proper 
exercise of the police power of the Government in protecting the rights 
of consumers from fraud, and in some instances protecting them from 
the standpoint of legality and safety and so on. 

I understand your testimony to be that you would advise this com- 
mittee to take a look at the legislation already on the books in the 
whole field of labeling, and the imposition of minimum standards upon 
some industries, in order to protect the public to the end of seeing if 
we have not reached a point in connection with representations con- 
cerning tires that a somewhat similar exercise of the police power of 
the state should not be imposed upon the tire manufacturers by way 
of requiring a standardization of these tires and a clear statement that 
each individual tire of various classes meets those standards. 

Mr. Somers. Basic standards. They can exceed them, if they cared 
to, but basic. 

Senator Morsg. I want so say to counsel that I certainly think we 
ought to investigate this recommendation carefully. Let us get the 
facts as to what extent there are misrepresentations, to what extent 
the public at the present time is buying a pig in a poke, so to speak, 
when it buys some of these tires advertised as of high quality, only to 
find that, in effect, they do not meet those standards. 

Mr. Somers, I want to thank you very much for your testimony. 
You have been very helpful. 

Mr. Somers. Thank you for the opportunity. 

Senator Morss. The last witness will be Mr. A. D. Dent. We are 
delighted to have you, Mr. Dent. 

Mr. Dent. Thank you. 

Senator Morse. You had better identify yourself for the reporter. 
I did not identify you because your statement here does not tell your 
business connections. 


STATEMENT OF A. D. DENT, PARTNER AND GENERAL MANAGER, 
DORMONT TIRE CO., PITTSBURGH, PA. 


Mr. Dent. All right. 
ai - A. D. Dent, a partner and general manager of the Dormont 

ire Co. 

I am also the president of the Western Pennsylvania Tire Dealers 
Association. My statement here, however, is my own, and does not 
necessarily reflect the problems of the association. 

I would like to point out the reasons why the selling of tires by the 
rubber manufacturers to so-called national] accounts is an unfair 
practice. 
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Senator Humpurey (presiding). Would you pardon me? Would 
you please give me again the association of which you are a member? 

Mr. Dent. Western Pennsylvania Tire Dealers Association. 

Senator Humpnurey. I was away for a moment; I did not hear that. 
Thank you. 

Mr. Dent. I would like to point out the reasons why the selling of 
tires by the rubber manufacturers to so-called national accounts is an 
unfair practice, and that the manufacturer sets a price which if ac- 
cepted by the tire dealer would result in a loss to said dealer. 

Another disadvantage to the independent tire dealer is the operation 
of company-owned stores in direct competition to the tire dealer who 
has purchased for resale the same merchandise. 

And the third point I would like to talk on is the establishing by 
one of the larger tire manufacturers of wholesale stores in direct com- 
petition with the independent tire distributor. 

First, the practice of the manufacturer making contracts, at an 
unknown price, with purchasers who have cars operating in the 
various States of the Union, and who expect the independent dealer 
to take from his stock tires that he has invested in, warehoused, paid 
insurance on and paid all other cost of operating a business, and install 
on a car for a commission of 714 to 10 percent is unfair and is un- 
profitable. Yes, the dealer in most cases actually loses money on the 
transaction. If the dealer refuses to perform this delivery service, 
however, a company-owned store will make the delivery. 

I might say by the unknown price I mean by that the price that 
the company makes with the national account is unknown to us as 
tire dealers. We have no idea what that price may be because we, in 
turn, deal with, bill the company, and they credit us back for the sales 
commission. 

Senator Humpnurey. This is the procedure we have heard of before. 

Mr. Dent. Yes. That has been brought out before. 

Senator Humpnrey. Where you get the tires from the company and 
the company makes a direct contact with a large user, you supply the 
tires and then it is credited to your account with the company; is that 
correct ? 

Mr. Dent. That is right. 

Senator Humrpurey. All you get is your 714 percent or whatever 
your percentage is for handling the account. 

Mr. Dent. Yes. 

This type of arrangement has been growing in terrific proportions, 
and since the rental of cars has grown, the direct selling of tires has 
become a sizable percentage of the replacement tire business. There 
are in excess of 250 companies who have a direct agreement with the 
Goodyear Tire and Rubber Co. I don’t know the number of vehicles 
involved, but it is many thousands. 

For some years we had sold tires to a number of the employees who 
were stationed in our area and who worked for the Minnesota Mining 
and Manufacturing Co. About a year ago, I was shown a letter re- 
ceived from the home office of this company addressed to all operators 
of their company-owned cars telling them that in the future al! tires 
were to be purchased from Goodyear Service Stores. The store instal- 
ling the tires was to rebill the St. Paul, Minn., store who in turn would 
bill the Minnesota Mining and Manufacturing Co. 
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We have handled for the past 12 years over 100 vehicles for the 
Bell Telephone Co. with billing being made by Goodyear to the West- 
ern Electric Co. and commissioning us for delivery. We have not ob- 
jected too much to this, as we have an agreement with Bell for all 
service charges in installing the tires, road service and tire repairs, 
We also retread those tires that are retreadable. Also, by handling 
this account which is mostly trucks, we become acquainted with the 
Bell and Western Electric employees and have an opportunity to sell 
those employees tires for their own personal cars. 

Most of the national accounts sold on a direct basis, however, are 
passenger cars and since the operators are being forced to have their 
tires supplied by company-owned stores, we lose contact with them and 
have little or no opportunity to sell them tires for their personal cars. 
We did not object so much in handling the deliveries to the national 
accounts when we were allowed to charge for installation, but most of 
the instructions at present read, “installation at no charge.” We have 
recently refused to install tires on the commission basis for such com- 
panies as the America Chicle Co., National Carbon Co. and Minneap- 
olis Honeywell Co., because of their instructions not to pay for instal- 
lation. 

If we buy tires in carload or 20,000 pound shipments, we are ex- 
tended an additional discount of 3 percent. This discount is given 
because of the savings to the manufacturer in handling, freight, and 
billing. When we make a delivery to one of the national accounts, 
we are credited by Goodyear for the tires delivered at our buying price 
less this 3 percent carload. Some time each year, however, there oc- 
cur shortages in certain sizes and designs. Invariably the shortages 
occur on the more popular sizes that the national accounts need, and 
we then lose profitable sales if we deliver from our stock to this type 
account. 

Second, in regard to manufacturers operating company-owned stores 
in direct competition with their independent dealers, we find two dis- 
turbing factors. One is that the manufacturer can make agreements 
to supply certain companies with their tire needs; and if their dealers 
do not accept the arrangements, they can forc the company-owned 
store to handle them. The other factor is that the company store 
can operate at a very small profit or at a loss, and the loss can be ab- 
sorbed by the parent company, while an independent dealer must make 
a satisfactory profit to substantiate his investment and provide for 
expansion, new equipment and other items necessary to operate a 
profitable and successful business. 

I might say on this 3 percent that certainly if we are saving the 
company that amount of money in handling we should be allowed 
to retain it and not have it taken from the credit memos when they 
are given to us. 

My third point concerns company-owned and operated wholesale 
stores. This is a new operation, and so far as I know, it is only done 
by the Firestone Tire & Rubber Co. The major rubber manufac- 
turers print a price list showing suggested list prices in one column, 
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and in another column a code price. All discounts to the dealers are 
off the code price. Their printed discount structure is as follows: 


Percent 
Hesiers buying less than $5,000 per year... 2.6. ns nncenn ects bised 20 
Dealers buying $5,000 but less than $10,000 per year___-_----------~--- 22% 
Dealers buying $10,000 but less than $25,000 per year_______-__--__-_---_-- 25 
Dealers buying $25,000 but less than $50,000 per year___-_---_-----_-_----- 27% 
aes Suyine over S5G000 Hew yoar ss hak oon cnc ee cunsns 30 


The accounts sold by the district office adhere fairly close to the 
volume in pricing to their dealers, but Firestone through their whole- 
sale stores sell one or more tires to most anyone who claims to be a 
service station, garage or repair shop at the maximum, or 30 percent 
off their code price. By doing this they eliminate a tire dealer being 
able to wholesale tires to the small dealers. This in my opinion is 
the most damaging thing that a manufacturer could possibly do to an 
independent tire dealer. 

Senator Humpurey. If that last charge can be verified, that borders 
on price discrimination, which would be a violation of Robinson- 
Patman. 

Mr. Dent. We have, and have in our association, copies of invoices 
where they billed one or two tires to a service station at this maximum 
discount in 1958, and I believe it would be very easy to find that the 
records in these stores are all sold primarily on that basis. 

Senator Humpurey. Do you have any evidence that they billed 
other stores at a different price or are they giving every one of their 
outlets the advantage of the dealers’ buying over $50,000 per discount 
rate ¢ 

Mr. Dent. I am inclined to think that the wholesale stores are using 
but one price. I have never heard of any other price. 

There are, however, dealers buying from the main district office, 
at the various prices, as is noted. 

Senator Humpnurey. It is a most peculiar business. I really mean 
it. I have listened to hearings a long time. 

There is only one thing that has ever been comparable to this, and 
that is the motion picture business where we had some difficulty on 
that. Then there was the divestment, as you may recall, under the 
court action, of the independent theater owners versus certain of the 
large theatrical movie producers. 

They compelled the divestment of the producers from the owner- 
ship of the theaters so as to give a wider or broader opportunity for 
independent theaters to get films on comparable terms.* 

How long have you been in business, Mr. Dent? 

Mr. Denv. I have been in business for 12 years. Six years prior 
to that I was a store manager, and wholesale representative for the 
Goodyear Tire & Rubber Co. 

Senator Humpurey. How did that Goodyear Tire & Rubber Co. 
capitalize its store, its company store? Did it set up that store as a 
separate entity or was it an appendage of the parent company ? 





* Hearings held by Senate Small Business Committee, March 21, 22; May 21 and 22, 
1956, “Motion Picture Distribution Trade Practices.” 8S, Rept. 2818, July 27, 1956. 
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Mr, Dent. I think it is a part of the parent company. The ac- 
counting was handled in a division office, and the time I was there 
that was back in the early 1940’s, Philadelphia was the regional ac- 
counting office. 

We paid some small bills direct at the store. Most, however, were 
submitted to division accounting for payment. 

At the end of each month they made up a statement showing our 
sales, our profit or loss, percent of profit on various departments, 
such as passenger tires retail, passenger tires wholesale, truck and 
farm tires, and so on. 

Each store had their separate P&L statement, and then the dis- 
trict, I think, had a composite statement. 

Senator Humpurey. How did your store do during the years you 
were the manager ? 

Mr. Dent. I made as high as 18 percent profit net. 

Senator Humpurey. A company store ? 

Mr. Dent. A company store. 

Senator Humpnrey. Eighteen percent net ? 

Mr. Dent. Eighteen percent net. 

Senator Humpurey. What were you selling besides tires? 

Mr. Dent. Service. It was during the war years when repairing 
was a very important thing, and those of us who went out and got 
it made a lot of money. 

Senator Humpurey. Mr. Foley, do you have any questions? 

Mr. Fotry. Has the company store ever been offered to you for 
sale, Mr. Dent ? 

Mr. Dent. I have never asked to buy a company store. 

I might tell you this, as a wholesale salesman at one time I had 
a dealer ask to buy a very thriving store in a town of about 10 miles 
away. This store had been operated for 15 to 20 years by a local boy 
who was quite a football hero, and an energetic man, and has made 
a very nice income for the company. 

I wrote a letter to the district manager telling him that this firm 
would like to purchase the store. So they sent back a procedure 
which I was to follow. One was that they would take the net proms 
for the last 5 years—and I may he wrong on my percentage; this is 
a few years back—but I think that they would charge him as good- 
will one-fifth of the amount that the store had made in the 5 previous 
years. 

Anyway, in this particular case, the goodwill was more than the 
furniture, fixtures and inventory, so the man, of course, would not buy. 

I have always been of the opinion that Goodyear would sell a 
store providing that the purchaser would qualify to their liking. 

Mr. Fotry. Actually, the typical Goodyear store, the investment in 
it is so great that the average tire dealer simply could not afford to 
finance it; is that correct ? 

Mr. Dent. That is true today. Back in those years it was not, be- 
cause they operated out of some very small, almost back-alley locations, 
but they ete moved out on Main Street in the last few years, and they 
have some very expensive plants. 

Senator Humpnrey. Why does Goodyear, Firestone, and United 
States Tire Co., why do these companies want their company stores! 
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Why don’t they satisfy themselves with doing business like many 
other people do, namely through regular outlets, independent out- 
lets ? 

Mr. Dent. Well, they claim that they exhaust every means of find- 
ing a suitable independent operator before they will move into a store. 
I do not think that they do a very good job of it. 

Frankly, I have known of places where they could have found an 
operator with enough capital, a good reputation, if they would have 
explored it a little bit more. 

They probably want some stores for self-control. 

Senator Humpurey. What kind of control do they need ? 

Mr. Den. To control, if nothing else, these direct contracts they 
have, so they will have someone in an area that will abide by the con 
tract they make with the national account. 

Senator Humrpurey. This is a presumption that the man who runs 
an independent business is just not interested in having a business. 

It seems to me that a man who has his own investment in a 
business, family name, his reputation on the line, his own name up 
there in neon lights, he would be a better salesman for his products 
than a fellow who was just hired. 

I do not mean this—that is a generality. There are specifics where 
that is not the case. I realize many people who are employed are ex- 
ceedingly energetic, very able, as many of the witnesses have been 
here, who had previous experience in company stores, 

But when you get your own business and you have got your life sav- 
ings tied up in it, and your reputation tied up in it, your standing in the 
community, your family, believe me, you go to work. 

Mr. Dent. That is right. 

Senator Iiumpnrey. And I have a feeling that if these independent 
operators were given the same terms, that they can sell just about as 
many tires as any fellow you could hire out of Timbuktu, and put a 
sign up there and say, “Now, here is where you get company X tires.” 

Why shouldn’t he be able to? 

Mr. Denr. In most cases I think he will sell more tires than the 
company store. 

Senator Humpnurey. The thing that concerns me, and I say these 
things because the witnesses for the company are going to appear to- 
morrow and I think they ought to know some of the reactions we 
have—it appears to me that the manufacturer isn’t satisfied just with 
manufacturing, he wants to, he just likes to mess on over into some 
other line of activity. He wants to get over into wholesaling and re- 
tailing and retreading and pumping up the tires and selling the gas, 
and so on. 

I mean, they maybe need a union to get some jurisdiction here. 
Why can’t they stay in retailing ? 

You were of the company. I want you to just shift back for a 
while, just block out this recent independent experience of yours. 
You were a company representative. 

What are you messing around in this retailing for when you are 
supposed to be a manufacturer ? 

Mr. Den. Well, in my case, the reason I went into retailing, or 
went in as an independent, I felt that if I could make that type of 
money for the company, I certainly could make it for myself. 
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_ During the years that I was with the company, they were not too 
interested in company-owned stores, because it was during a man- 

ower shortage; rationing was on, scare merchandise, and they had a 
ot of stores that they could not provide ample inventory to, nor could 
they man them. They had people in those stores that some of them 
at that time had little or no experience. Frankly, I had 1 month train- 
ing when I was assigned this store. However, I had had a number of 
years of chainstore experience previous to that. 

Senator Humrpurey. Yes. 

Mr. Dent. In the rubber business, I had 1 month when I was as- 
signed a store. It was the manpower shortage and the effects of the 
war that they operated under those circumstances. 

Senator Humpurey. It has always intrigued me, and that is why 
I put the question to you in the way I did in a rather abrupt manner, 

Mr. Foxry. Let me ask you this, Mr. Dent: 

The profit on the truck tires is great to a manufacturer, isn’t it? 

Mr. Dent. It must be. Now, I am not very large in the truck tire 
business. I specialize more in passenger tires. But knowing my 
cost on truck tires and hearing some of the prices that I have since 
being here, there must be a terrific profit in there for them to be able 
to sell at some of the prices that have been quoted here. 

Mr. Fotry. Well, even for a dealer the pricing setup on a truck tire, 
as compared to a passenger tire, dollar profit on a truck tire, if you 
take list price, is considerably greater, isn’t it ? 

Mr. Dent. Yes. 

Mr. Fotry. Only a few tire companies really produce the bulk of 
truck tires, is that correct ? 

Mr. Dent. I would think so, yes. The greater percentage is pro- 
duced by a relatively few companies. 

Mr. Fotry. Well, now, if you take that fact, that there are rela- 
tively few that have the dominant share of the truck tire business, 
the fact that a great profit exists in the truck tire business, isn’t there 
then a kind of inherent force pushing the tire companies into the com- 
pany stores in relation to their national accounts ? 

It is a complicated question, perhaps. But isn’t there kind of a 
direct sequence or chain of events which puts a force in the tire com- 
pany to get into the company store in order to secure its national 
accounts ? 

Mr. Dent. I am inclined—that the companies are inclined to go into 
their own store because the truck tire business is so competitive and 
its being such a low margin of profit that a lot of dealers like myself 
just don’t bother with it. So they get distribution in their areas, and 
they will open up company stores as much to distribute truck tires or 
more than they would on passenger tires. 

Mr. Forey. Thank you. 

Senator Humpurey. I am intrigued greatly by the practices in this 
business, as my comments during this hearing have indicated, and I 
thought I would just lay it on the table here tonight, or late after- 
noon, so that when the witnesses appear tomorrow they would have 
some advance notice. 

I can’t for the life of me see why it is so necessary for rubber com- 
panies and tire companies to have company stores in order to sell their 
merchandise, unless it is a reflection upon all you independent dealers 
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that you are incompetent and incapable and just don’t know how to 
sell. 

Mr. Dent. It would certainly appear that way. 

Senator Humpurey. Because it seems to me that the man that 
would really get out and push merchandise is the man who has his 
investment in his business. I mean this, to many of you, this is all 
that you have, and if you fail at this you are a failure, so to speak. 

Mr. Dent. Well, we have, Senator, a lot of very aggressive tire 
dealers. 

Senator Humpurey. [am sure you have. 

Mr. Dent. We also have a lot that are not aggressive, I will ad- 
mit that. One of the other witnesses previously talked about motor 
vehicle registration. The quotas and sales set up by the various com- 
panies seems to be set up on that registration, and they figure that 
they should have so many dollars per car, or per truck, from there, 
and have used that excuse a lot of times when opening up an addi- 
tional store, that they were not getting the dollar per car that they 
should have or that there was as much as that district averaged or 
State averaged, or a national average. So they would open up a 
company store. 

Again, I feel very strongly that these companies do not look too 
far for capital from independents before they open up their store. 
I feel quite sure that if they would be more aggressive in contacting a 
different class of people that they would find the necessary capital. 

To my knowledge, the salesmen all too often will ride up and down 
the street and stop in a few service stations. I don’t believe he stops 
in the local bank and tries to find out from the banker who may have 
a few dollars and who might be willing and want to invest in a private 
business, and to me certainly that is the place to look for capital. 

Senator Humpnrey. There has been an awful lot of commodities 
sold in this country by very energetic independent people. 

Do the automobile companies own all the dealer outlets? 

Mr. Dent. Very few, I think. I know a few companies own dealer- 


ships. 
_ Senator Houmenurey. Aren’t those generally as a result of receiver- 
ship 

Mr. Dent. As arule, yes. 

Senator Humpurey. In other words, Ford Motor Co. has done 
fairly well through Ford dealers, have they not ? 

Mr. Dent. Right. 

Senator Humrnurey. The last report I had they were doing fairly 
well. And the Chevrolet, General Motors does fairly well through in- 
dependent Chevrolet dealers. 

I know out my way, I don’t know any dealer in the State of 
Minnesota that isn’t an independent dealer. He has a franchise. He 
buys Chevrolets, or Pontiacs, or Oldsmobiles, but he owns the garage; 
it is his building; it is his investment; he buys the automobile. He 
has the privilege of making morey or going broke, which is one of 
the greatest privileges of free enterprise. 

I was just trying to recall if there were any, I don’t recall any 
Chevrolet owned or General Motors owned company. 

There may be in my State, and they have done fairly well. 
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_ During the years that I was with the company, they were not too 
interested in company-owned stores, because it was during a man- 

ower shortage; rationing was on, scare merchandise, and they had a 
ot of stores that they could not provide ample inventory to, nor could 
they man them. They had people in those stores that some of them 
at that time had little or no experience. Frankly, I had 1 month train- 
ing when I was assigned this store. However, I had had a number of 
years of chainstore experience previous to that. 

Senator Humpurey. Yes. 

Mr. Dent. In the rubber business, I had 1 month when I was as- 
signed a store. It was the manpower shortage and the effects of the 
war that they operated under those circumstances. 

Senator Humpurey. It has always intrigued me, and that is why 
I put the question to you in the way I did in a rather abrupt manner, 

Mr. Fortey. Let me ask you this, Mr. Dent: 

The profit on the truck tires is great to a manufacturer, isn’t it? 

Mr, Dent. It must be. Now, I am not very large in the truck tire 
business. I specialize more in passenger tires. But knowing my 
cost on truck tires and hearing some of the prices that I have since 
being here, there must be a terrific profit in there for them to be able 
to sell at some of the prices that have been quoted here. 

Mr. Fotry. Well, even for a dealer the pricing setup on a truck tire, 
as compared to a passenger tire, dollar profit on a truck tire, if you 
take list price, is considerably greater, isn’t it ? 

Mr. Dent. Yes. 

Mr. Fotry. Only a few tire companies really produce the bulk of 
truck tires, is that correct ? 

Mr, Dent. I would think so, yes. The greater percentage is pro- 
duced by a relatively few companies. 

Mr. Fotry. Well, now, if you take that fact, that there are rela- 
tively few that have the dominant share of the truck tire business, 
the fact that a great profit exists in the truck tire business, isn’t there 
then a kind of inherent force pushing the tire companies into the com- 
pany stores in relation to their national accounts ? 

It is a complicated question, perhaps. But isn’t there kind of a 
direct sequence or chain of events which puts a force in the tire com- 
pany to get into the company store in order to secure its national 
accounts ¢ 

Mr. Dent. I am inclined—that the companies are inclined to go into 
their own store because the truck tire business is so competitive and 
its being such a low margin of profit that a lot of dealers like myself 
just don’t bother with it. So they get distribution in their areas, and 
they will open up company stores as much to distribute truck tires or 
more than they would on passenger tires. 

Mr. Fotey. Thank you. 

Senator Humrurey. I am intrigued greatly by the practices in this 
business, as my comments during this hearing have indicated, and I 
thought I would just lay it on the table here tonight, or late after- 
noon, so that when the witnesses appear tomorrow they would have 
some advance notice. 

I can’t for the life of me see why it is so necessary for rubber com- 
panies and tire companies to have company stores in order to sell their 
merchandise, unless it is a reflection upon all you independent dealers 
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that you are incompetent and incapable and just don’t know how to 
sell. 

Mr. Dent. It would certainly appear that way. 

Senator Humpurey. Because it seems to me that the man that 
would really get out and push merchandise is the man who has his 
investment in his business. I mean this, to many of you, this is all 
that you have, and if you fail at this you are a failure, so to speak. 

Mr. Dent. Well, we have, Senator, a lot of very aggressive tire 
dealers. 

Senator Humpurey. I am sure you have. 

Mr. Dent. We also have a lot that are not aggressive, I will ad- 
mit that. One of the other witnesses previously talked about motor 
vehicle registration. The quotas and sales set up by the various com- 
panies seems to be set up on that registration, and they figure that 
they should have so many dollars per car, or per truck, from there, 
and have used that excuse a lot of times when opening up an addi- 
tional store, that they were not getting the dollar per car that they 
should have or that there was as much as that district averaged or 
State averaged, or a national average. So they would open up a 
company store. 

Again, I feel very strongly that these companies do not look too 
far for capital from independents before they open up their store. 
I feel quite sure that if they would be more aggressive in contacting a 
different class of people that they would find the necessary capital. 

To my knowledge, the salesmen all too often will ride up and down 
the street and stop in a few service stations. I don’t believe he stops 
in the local bank and tries to find out from the banker who may have 
a few dollars and who might be willing and want to invest in a private 
business, and to me certainly that is the place to look for capital. 

Senator Humpnrey. There has been an awful lot of commodities 
sold in this country by very energetic independent people. 

Do the automobile companies own all the dealer outlets? 

— Dent. Very few, I think. I know a few companies own dealer- 
ships. 

A enator Houmpnrey. Aren’t those generally as a result of receiver- 
ship ? 

Mr. Dent. Asarule, yes. 

Senator Humpurey. In other words, Ford Motor Co. has done 
fairly well through Ford dealers, have they not? 

Mr. Dent. Right. 

Senator Humrurey. The last report I had they were doing fairly 
well. And the Chevrolet, General Motors does fairly well through in- 
dependent Chevrolet dealers. 

I know out my way, I don’t know any dealer in the State of 
Minnesota that isn’t an independent dealer. He has a franchise. He 
buys Chevrolets, or Pontiacs, or Oldsmobiles, but he owns the garage; 
it is his building; it is his investment; he buys the automobile. He 
has the privilege of making money or going broke, which is one of 
the greatest privileges of free enterprise. 

I was just trying to recall if there were any, I don’t recall any 
Chevrolet owned or General Motors owned company. 

There may be in my State, and they have done fairly well. 
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Mr. Dent. I don’t recall of any presently. There has been in the 
past. The motor companies, General Motors particularly, have what 
they call motor holding company, a man with not enough capital to 
start into the business, but who they think would be a successful man, 
they will help him start by letting him invest the capital he has, and 
they, in turn, will form a corporation making him an officer and the 
manager. 

Profits are based on a bonus arrangement in which he must invest 
and this is years ago that I saw the contract, at that time I think it was 
25 or 50 percent of his profit, into more stock, and once he got up to 
around 50 percent, he then could make arrangements with the bank 
or someone else to get complete ownership. 

In fact, we have in Pittsburgh some very wealthy men today who 
started out under motor holdings with only a couple or three thousand 
dollars. 

Senator Humpurey. The independent’s objective was his own pri- 
vate ownership, though. 

Mr. Dent. He was able to gain that through his motor holdings, 
I know of no arrangements of any tire companies have ever come 
around to offer people to get into business and to operate a tire store. 
There may be; I have never heard of it. 

Senator Humpnrey. What do you think the future of the independ- 
ent tire dealer is if the company-store program spreads and grows? 

Mr. Dent. If it grows, the independent tire dealer is a lost cause, 
I am afraid, very much afraid. 

Senator Humpnrey. Aren’t there some patterns—aren’t there some 
economic patterns—that lend credence to the fact that this pattern of 
company stores might grow, for example, or the direct sales might 
grow, when you have the large fleets of trucks and buses that are 
rented ? 

Mr. Dent. They are growing. 

Senator Humpurey. You have rental cars. There are large cor- 
porations today that do not buy automobiles any more. ‘They just 
rent them. 

Mr. Dent. That is right. 

Senator Humpurey. And for their employees. These huge taxi 
fleets. 

Mr. Denr. The rental companies are the national accounts that we 
are talking about. 

Senator Humpurey. Yes, and those are being serviced directly now 
by the manufacturer, aren’t they ? 

Mr. Dent. Correct. 

Senator Humepurey. This cuts into a very substantial portion of 
business, does it not ? 

Mr. Dent. I would like to have the figures. I would imagine that 
it is 25 percent or higher of the total automobile registration. 

Senator Humpurey. You wouldn’t like it very much if the Gov- 
ernment decided that in order for people to have cars to drive around 
in, the Government would own them and you would rent them from 
the Government, and then the Government would buy tires and so 
forth from some company, and put them on the car. You wouldn't 
care for that, would you? 








est 
7as 


tho 
nd 


ri- 
gs, 


me 
ore. 


ws? 
use, 
ome 


n of 
ight 


cor- 
just 


t we 


now 


yn of 


that 


Gov- 
ound 
from 
1d so 
ildn’t 


DUAL DISTRIBUTION IN AUTOMOTIVE TIRE INDUSTRY 257 


Mr. Dent. No. However, under the State price setup, we get no 
business to speak of from Government, because the companies have a 
price structure set up with them that makes it impossible for us to 
make any money on it. 

Senator Humpurey. What I was getting at—and that was maybe a 
rather crude subtlety—is that private enterprise, if, as I once said to a 
friend of mine, if private enterprise is good, and I think it is, it is 
most likely good for everybody not just for a few, and it seems to me 
that if the facts are right here—now according to the testimony of 
other witnesses, the four major tire companies supply an overwhelm- 
ing majority of the tires, is that correct? 

Mr. Dent. That is right; yes, sir. 

Senator Humpnrey. Well, now, if four majors can start to move in 
to industrial tires, agricultural, in fleets, trucks, buses and cars, in 
State, Federal and local government contracts, I mean if they start 
moving into these big operations, well pretty soon you are going to 
have a rather limited field of participation, aren’t you, in terms of the 
independent operator ? 

Mr. Dent. We certainly are, and that must be a monopoly when 
those few companies can control 80 to 85 percent of all the tires sold 
in this country. 

Senator Humpurey. With your background and experience, Mr. 
Dent, to answer this question for me if it is within the range of your 
experience: 

Is there a greater, a growing concentration of rubber tire business 
in the majors? In other words, is this percentage increasing, as the 
years go along? What was the percentage of tires in the four major 
companies, let’s say, or the major companies, 10 years ago? What 
was the percentage of tires sold in all areas of the American economy ? 

Mr. Denv. I don’t have those figures, Senator. I question if it has 
increased in the last 10 years. I think they are holding the percentage 
they have had, which has been very high for all the years I have been 
in the tire business, which is 18 years. 

Senator Humpurey. You say it is about 80 to 85 percent now ? 

Mr. Dent. I have heard that figure, that the four major companies 
manufacture 80 to 85 percent. I cannot substantiate it. 

Senator Humpurey. I was trying to recall from some of the testi- 
mony. My question is directed toward this point: 

Has that percentage of the total supply of tires increased or de- 
creased in the last 10 years? In other words, did the four majors have 
75 percent of the market 10 years ago, or 65, or what was the per- 
centage ? 

Mr. Dent. I am inclined to think they had just as high a percentage 
then as they do now. Yet I don’t have the figures so I can’t be certain. 

Senator Humpurey. I think it is about the same. 

Mr. Dent. It would be about the same, I think. 

Senator Humpnurey. How many rubber tire companies are there 
now in the country ¢ 

Mr. Dent. I believe there are around 16 to 18 manufacturers of tires 
today. 

Senator Humpnrey. How many were there 25 years ago? 

Mr. Dent. I don’t know 25 years ago. But it seems to me that I 
have heard in meetings that at the end of World War I there were 
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103 or 104 manufacturers of tires. That has decreased, definitely de- 
creased very fast up to around 1939. I can’t recall of any casualties 
since 1939. 

Senator Humpurey. Well, we will do the research work on that. 
I imagine that has already been testified to by some of the witnesses, 

Mr. Foley, any questions? 

Mr. Fotry. No questions. 

Senator Humenrey. Mr. Dent, we want to thank you very much for 
your testimony. 

Are there any other witnesses for today ? 

Mr. Dent. Thank you, Senator. 

Senator Humpurey. Anyone who has a statement they wish to 
present ? 

(No response.) 

Senator Humpurey. If not, then we will recess the hearings until 
10 o’clock tomorrow morning, and I believe I am correctly informed 
that tomorrow the rubber tire companies testify. And the Firestone 
Tire & Rubber Co. witness will be the first witness tomorrow morning, 

We will recess until that hour. 

(Whereupon, at 5:15 p.m., the subcommittee recessed, to recon- 
vene at 10 a.m., Friday, June 19, 1959.) 
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DUAL DISTRIBUTION IN THE AUTOMOTIVE TIRE 
INDUSTRY—1959 


FRIDAY, JUNE 19, 1959 


U.S. SENATE, 
SUBCOMMITTEE ON RETAILING, DIsTRIBUTION 
AND Farr Trape Practices, OF THE 
Setect Commrrren ON SMALL BUSINESS, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:45 a.m., in room 
494, Old Senate Office Building, Senator Hubert H. Humphrey pre- 
siding. 

Present : Senators Humphrey, Schoeppel, and Bartlett.” 

Also present: Joe Skubitz, administrative assistant to Senator 
Schoeppel, and Eugene P. Foley general counsel to the subcommittee. 

Senator Humpurey. May we have the names of the witnesses who 
are to testify, so I have some idea of what we are doing here? 

Mr. JoserpH THomas.”* The witness for Firestone will be Mr. T. G. 
MacGowan. 

Senator Humeurey. Thank you very much. 

And for Goodyear, it is John A. teen: and U. S. Rubber, it is 
Leonard Smith. 

All right, we will open the hearing this morning, Senator Schoep- 
pel with the witness from Firestone, please, and the witness is Mr. 

.G. MacGowan. 

Senator ScHorrret. Mr. Chairman, I am glad to be here for the 
first time, and I need not remind the distinguished Senator from 
Minnesota that some of us have to slice ourselves a little thin on these 
committees. I had my administrative assistant here. 

Senator Humpnrey. I should say you did. 

Senator ScHorrre,. And Iam glad to be here this morning. 

Senator Humpnrey. Senator Schoeppel, we all understand that. 
We have all had three committees or subcommittees going on at the 
same time, and I have been very impolite shuttling here like a bus. 

All right, Mr. MacGowan, we are very pleased to have you here 
as one of our witnesses. 

First of all, may I thank the Firestone Co. for its cooperation in 
providing the subcomimttee with a considerable amount of material, 
some material which relates to financial statements, and so forth, 
which we shall keep on a confidential basis as you requested, for sub- 
committee study and some evaluation from it, but respecting the 
manner in which it has been presented to us. 


1During portions of the afternoon session Senators Bartlett and Schoeppel presided. 
18 Vice president and general counsel, Firestone Tire & Rubber Co. 
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Mr. MacGowan. Thank you. 

Senator Humpurey. There are matters relating to responses to other 
witnesses which you may want to go into. You are at liberty, of 
course, to do that. You are here to testify as you see fit. So why 
don’t you go right ahead? I understand you have no prepared state- 
ment, but that you will speak from your own notes. 

Mr. MacGowan. Senator, I don’t have a prepared statement. I 
have here my notes which have been made partly during the time sit- 
ting here in these hearings, and partly from reading a portion of the 
transcript. 

Senator Humpnrey. Just before we receive your presentation, may 
I ask to have printed in the record at this point copies of letters that 
were sent out on May 18 and June 11, 1959? These letters were sent 
to all the rubber companies, and we will make them available at this 
point for the record, since the representatives of the companies are 
now testifying. 

(The letters referred to are as follows :) 


Exursit 13. Senator HUMPHREY’s LETTER SENT TO TIRE AND RUBBER COMPANIES 


U.S. SENATE, 
SELECT COMMITTEE ON SMALL BUSINESS, 
May 18, 1959. 

DEAR : The Retailing, Distribution, and Fair Trade Practices Subcom. 
mittee of the Senate Small Business Committee will conduct hearings June 17, 
18, 19, 1959, on the subject of dual distribution in the rubber tire industry. If 
your company should desire to make an appearance at the hearings either 
through a witness or by means of a prepared statement, kindly notify me as 
soon as possible. 

In order to facilitate our investigation of this subject, we would appreciate 
very much your company’s assistance and cooperation in answering the follow- 
ing questions : 

1. Factory distribution: List each of your classes of factory customers; i.e., 
those customers who purchase or receive rubber tires at your basic factory prices 
(mill door). Include in this list any class or classes of your company-owned 
merchandising outlets that receive tires at factory prices. 

As to each such class of factory customer, indicate whether members of the 
class actually purchase tires or simply receive them. 

Indicate also whether the tires were purchased or received : 

(a) exclusively for use on new vehicles maaufactured by the customer, 
and not for resale of tires alone; 

(b) partly for use on new vehicles and partly for resale of tires alone; 

(c) for resale at wholesale exclusively; 

(d) for resale at retail exclusively ; 

(e) for resale of a part at wholesale and a part at retail. 

Indicate the approximate percentage of all factory transfers accounted for 
by each class of factory customer listed. 

2. Wholesale distribution: List each class of distributors at wholesale of rub- 
ber tires made by your company. If any of these classes of wholesale dis- 
tributors are not among your factory customer classes listed in your answer to 
question 1, please indicate the factory customer class or classes from which such 
wholesale distributor class purchases or receives your tires. 

3. Retail distribution: List each class of distributors or dealers at retail of 
rubber tires made by your company. Please indicate as to each such retailer 
class, the class or classes of distributors from which the retailer class purchases 
or receives your tires, and whether the tires are purchased by the retailer class 
or simply transferred to it. 

4. Independent dealers: List the number, by city and State, of independent 
rubber-tire dealers that sell your company’s tires at retail. (Note, do not in- 
clude service stations, car dealers, accessory stores, garages, mail-order stores, 
or company-owned retail stores.) Please, also, define the term “independent 
dealer” as it is used by your company. 
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5. Company retail stores: (a) List by city and State the number of rubber- 
tire retail stores which your company either owned or had a controlling interest 
in at the close of the last 4 fiscal years. (b) Give the name and address of each 
such company owned or controlled retail store presently in operation. 

6. Company retread shops: List by city and State the number of rubber-tire 
retread shops which your company either owned or had a controlling interest in 
at the close of the last 4 fiscal years. Give the name and address of each such 
company owned or controlled retread shop presently in operation. 

7. Internal auditors: Give the name, address, official position, and number 
of years with your company of each internal auditor permanently employed by 
your company. 

8. National accounts: List the name and address of each account which your 
company made sales to or delivered tires to, with respect to which there was a 
centralized pricing and centralized billing, during the last full fiscal year in each 
of the following cities: 

Please indicate whether the sales of tires involved (a) automobile tires, 
(b) truck tires, (c) “off the road” tires, (d) others. (Please designate the 
“other” type of tires involved. ) 

9. Direct sales: List the name and address of each ultimate consumer which 
your company made sales of tires to or delivered tires to, other than through a 
company retail store or by means of a national account, during the last full fiscal 
year in each of the following cities: 

Please indicate whether the sales of tires involved (a) automobile tires, 
(b) truck tires, (c) “off the road” tires, (d@) others. Please designate the “other” 
type of tires involved.) 

10. Services provided national accounts and direct buyers: List the types of 
services, and the rate charged, if any, that your company provides a “national 
account” customer or a “direct sales” customer which it does not provide its in- 
dependent retail dealers; e.g., credit terms, delivery, use of equipment, etc. 

11. Prices and discounts schedules: Submit copies of all current published 
list prices, net prices, and announcements of discounts applicable to list prices, 
with reference to sales and to transfers at factory, wholesale, and retail levels. 

12. Company organization: Submit a structural outline of your company 
organization with respect to a division of responsibilities. 

13. Annual reports: Submit one copy each of your annual reports filed with 
the Securities and Exchange Commission since 1934. 

If possible, we should like to have this information by Monday, June 1, 1959. 
If for some reason or other this cannot be arranged, we would appreciate receiv- 
ing by that date as much of the information as you have prepared and an indi- 
cation of when the rest of the materials will be forthcoming. 

Please address your replies to the Senate Small Business Committee, U.S. 
Senate, Washington, D.C., Attention: Eugene P. Foley, counsel. 

If your company should desire further information regarding these hearings, 
feel free to contact Mr. Foley at the above address. 

Sincerely yours, 
HvusBert H. HUMPHREY, 
Chairman, Subcommittee on Retailing, Distribution, and Fair Trade 
Practices. 


Exursir 13—A. Senator HumpHrReyY’s LetrerR TO TIRE AND RuBBER COMPANIES 


U.S. SENATE, 
SELECT COMMITTEE ON SMALL BUSINESS, 
June 11, 1959. 
Re Hearings of the Retailing, Distribution, and Fair Trade Practices Subcom- 
mittee of the Senate Small Business Committee, June 17, 18, 19, concerning 
dual distribution in the rubber-tire industry. 

DEAR : Further to my letter of May 18, 1959, regarding the above 
subject, please be advised that the subcommittee specifically desires your com- 
pany to make an appearance before it on June 19, 1959. It will be expected that 
your company’s representative will be prepared to give specific and detailed 
a concerning sales and transfers of replacement tires on the following 
sudjects : 

(1) (a) List the various classifications your company makes relating to the 
dollar amount of annual purchases made by purchasers other than national 
accounts and direct sales, as those terms were defined in our letter of May 
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18, 1959; e.g., group A, $2 million and over; group B, $1,500,000 to $2 million, 
etc. (b) Give the number of purchasers contained in each such Classifica- 
tion, and express the sales and transfers that each such classification repre- 
sents as a percent of total company sales and transfers. (c) Indicate each 
method your company uses to classify its accounts; give the number of pur- 
chasers contained in each such classification; and express the sales and 
transfers that each such classification represents as a percent of total sales 
and transfers. 

(2) National accounts: (a) List the name and address of each account 
which your company made sales to or delivered tires to, with respect to 
which there was a centralized pricing and centralized billing, during the 
last full fiscal year in each of the cities mentioned in question 8 of our first 
letter. (0b) Be prepared to provide the subcommittee with information con- 
cerning the price charged each sale to each such account. Please indicate 
whether the sales of tires involved (a) automobile tires, (b) truck tires, 
(c) “off the road’ tires, (d) others. (Please designate the “other” type of 
tires involved. ) 

(3) Direct sales: List the name and address of each ultimate consumer 
which your company made sales of tires to or delivered tires to, other than 
through a company retail store or by means of a national account, during 
the last full fiscal year in each of the cities mentioned in question 9 of our 
first letter. (b) Be prepared to provide the subcommittee with information 
concerning the price charged each sale to each such account. Please indicate 
whether the sales of tires involved (a) automobile tires, (b) truck tires, 
(c) “off the road” tires, (d) others. (Please designate the “other” type of 
tires involved. ) 

(4) Express the sales and transfers accounted for (a) by national ac- 
counts and (0b) by direct sales as a percent of total company sales and 
transfers. 

(5) With respect to any polls that may have been taken by your company 
or at your company’s request concerning its distributors, give the following 
information : 

(a) Name of person in charge of the poll; 

(b) Name and address of poll interviewers; 

(c) Number of poll interviewees by city and State; 

(d) Exact wording of each question or statement propounded to each 
interviewee; 

(e) Statement as to method used in conducting the poll and reasons 
for using that particular method. 

(6) Explain in detail the financial aids offered by your company to its 
dealers for operation, expansion, or improvement purposes. 

(7) In general, discuss your company’s position and thinking regarding 
the causes of, growth, and desirability of dual distribution in your industry. 

Independent retail tire dealers will testify on June 17 and 18. Various com- 
panies have expressed the fear that they might be damaged in reputation by 
possible misstatements of fact contained in any on the dealers’ testimony. Ar- 
rangements will be made following the hearings to allow the companies an op- 
portunity to have their version of any factual conflicts made a part of the 
official record of the hearings. 

It is expected your company will cooperate fully with the subcommittee on 
this matter and make further action on its part unnecessary. Kindly notify 
the subcommittee no later than Tuesday, June 16, 1959, regarding your com- 
pany’s intentions to make a personal appearance at the hearings. You may 
rest assured that the subcommittee will respect the confidential nature of any 
information supplied by the company. 

Regarding the company’s annual reports, the subcommittee will accept those 
submitted and use the files of the Securities and Exchange Commission for the 
remainder of the years originally requested. If this proves unduly burden- 
some, however, it may be necessary at a later date for the subcommittee to ask 
the company to have copies made of the Annual Reports that have not been 
submitted. 

Sincerely yours, 

Hupsert H. HUMPHREY, 

Chairman, Subcommittee on Retailing, Distribution, and Fair Trade 

Practices. 
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STATEMENT OF THOMAS G. MacGOWAN, IN CHARGE OF MARKETING 
RESEARCH DEPARTMENT, FIRESTONE TIRE & RUBBER CO., 
AKRON, OHIO; ACCOMPANIED BY RAYMOND P. ABOUCHAR, 
SENIOR ASSOCIATE, ADVANCE PLANNING DIVISION, AND JOSEPH 
THOMAS, VICE PRESIDENT AND GENERAL COUNSEL 


Mr. MacGowan. Senator, my name is T. G. MacGowan. I have 
been with Firestone for 20 years, and during that time I have been 
in charge of the marketing research department of Firestone, the last 
3 years of which, however, I have been in addition to that in charge 
of the forward planning of our company under the title of director of 
advance planning. But the marketing research activity of Firestone 
still reports to me. 

I have been during that same period president of the American 
Marketing Association 4 years ago, and have been chairman of the 
marketing committee for the committee for economic development, 
and have been in a number of other organizations doing marketing, 
making marketing studies of a general economic nature during the 
period of my association with Firestone. 

I have been asked to come here by our company to make a presenta- 
tion on the subject of dual distribution in the tire industry, what is 
known as dual distribution, from the Firestone point of view. 

It seemed to us that I could speak more directly to the issues that 
have been raised here, and do so a little more helpfully, without a 
prepared statement. Obviously, we could not know what these people 
specifically were going to say until we came here, and so that is the 
way we are doing this. 

I do want to say, and I would like to say at the outset, that of course, 
as you know, and some of your remarks have borne on this dual dis- 
tribution, it is not limited to the tire industry. It is a factor in a 
good many different industries, and the term is a well-known term for 
that reason in the literature of marketing economics; and it is a com- 
mon thing, not only in the drug industry to which you made reference, 
but it is also found in the clothing industry ; it is in the shoe industry ; 
it is in the food business; especially, too, it is in the milk business; it is 
in the feed business; it is in the paint business, 

You find there, of course, the same phenomenon of stores as one 
type of distribution, and dealers as another type of distribution op- 
erating in the very same general marketing areas, that you find in the 
tire business. 

You find it in the photographic supply business—cameras; you find 
it in the musical instrument field; you find it in pianos; and your own 
very able discussion of the drug industry, of course, provided one of 
the prime examples of dual distribution in what you had to say about 
the Walgreen Stores and the Liggett Stores; that is one of the very 
prime examples of this very same sort of thing that we are talking 
about. 

So we are not the only industry, by any means, in other words, in 
which these dual distribution practices over the years, as a result of the 
action and interaction of forces of competitive development and 
change in a free enterprise economy, have caused this particular sys- 
tem to develop. 
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Now, our position as a company here, of course, is that although we 
have what is known as dual distribution, and for reasons that I am 
going to go into, our major stake is and has always been in the inde- 
pendent dealers. They are the backbone of our business. The inde- 
pendent dealer is the part of our business that supplies by far the 
greatest portion of our business. And in our system and plan of dis- 
tribution and in the operation of that system and plan, we have always 
conducted ourselves in a way that we thought was consistent with the 
best interests of these small, independent businessmen whose welfare 
and well-being are so very closely identified with our own. 

It is our opinion that the tire industry does more, as an industry, for 
its dealers, than any other industry. I am not alone speaking of the 
industries in which dual distribution exists, but I am including in 
that any other industry. I don’t know of a single industry in which 
the companies involved offer more services to dealers at little cost or 
no costs, and treat them with greater consideration and fairness. 

Senator Scuorrret. Might I ask, Mr. Chairman, what type of serv- 
ices do you offer, just for the record. Maybe it has been gone into in 
the record. 

Mr. MacGowan. Senator Schoeppel, would it be agreeable with you 
if I cover it in my presentation ? 

Senator Scuorpret. All right. 

Mr. MacGowan. I am anxious to cover it, but this was by way of a 
brief preamble. 

Senator Scuorrret. That is all right. 

Senator Humpnurey. You would like to present your full statement, 
then, and we will come back to the questions; is that it? 

Mr. MacGowan. I don’t care, sir. 

Senator Humpnrey. As you wish. You are the witness. 

Mr. MacGowan. I am perfectly willing to answer questions in the 
middle of it, if you wish. Since I am going to answer that a little 
later, though, I thought I might save repetition if I would proceed 
in that way. 

Senator Humpnrey. All right. 

Mr. MacGowan. I am going to include here in my presentation 
something about the policies of our company, everything that, in our 
opinion, will provide description, having to do with the complete 
site’ of preferential treatment for our stores over our dealers, and 
the methods, the steps that we take to make sure that the dealers are 
dealt with fairly, and that they are dealt with in a manner that befits 
their role as our customers rather than as our competitors, which of 
course is what they are. The dealers of Firestone are Firestone 
customers, they buy their product from us. 

There can be no question as to the business success that has been 
achieved by dealers in the tire industry. Tire dealers have very good 
profitability rates. They have very low rates of business failure, and 
that is true of the wholesaling type of dealer as well as of the retailing 
type of dealer, and there is a great deal of evidence in Government 
studies and privately available studies to the effect that the tire busi- 
ness always has been a good business for independent dealers, and if 
you will recall, a number of the dealers who have been here durin 
the last couple of days have said this is a good business, and it is, an 
if one examines the record he cannot help agree with that. It is a very 
good business for a dealer to be in. 
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An allegation that the business is monopolistic was made in a re- 
solution that was passed by the National Tire Dealers and Retreaders 
Association.” They said they wanted Congress to investigate the 
distribution of tires. One of the aims was to prevent the tire manu- 
facturers from establishing a monopoly in the distribution and mar- 
keting of tires. 

There is not any evidence of monopoly in the distribution and 
marketing of tires. The share of the small companies in this area is 
increasing. The assets of the small manufacturers increased very 
much more than the assets of the four largest manufacturers over any 
reasonable period of years that you want to look at. And as to the 
question of concentration in the hands of the dealer segment being 
reduced, I shall address myself to that shortly. 

Our dealer business in Firestone is growing relative to our trade 
sales business as a whole. , 

In our case, a very large majority of our replacement tire business 
is obtained through the dealers of our business, and it comes from 
independent dealers. The proportion accounted for by the purchases 
of the small, independent businessmen has held relatively steady year 
by year, and certainly in our case the independent dealer over the 
years has been, through an examination of our sales figures, the chief 
mainstay and the chief anchor of our business. 

Over three-fourths of our dealer and store replacement tire busi- 
ness is independent dealer business; it has always been that way. The 
percentage is not decreasing, it is increasing, and obviously unless 
we were the stupidest businessmen in the world we would not be doing 
anything that would be adverse to the interests of three-fourths of 
our business. 

Now, I would like to say that there is confusion, apparently, in the 
minds of a great muny people who write und talk about this business, 
as to what an independent dealer is. 

I would like to discuss this question of what the independent dealer 
is, how big his present and his past shares in this industry are, and 
what should be included when you talk about independent dealers. 

There are two basic concepts of an independent dealer. In the 
material that has been presented in the last couple of days, starting 
with the very first presentation, we have been hearing the idea that 
an independent dealer is a good-sized dealer, who gets the majority 
of his volume from the sale of tires and retreads, and such dealers are 
very important in the tire distribution picture, and while there are 
many such dealers in this country, there are a very much larger 
number of active tire dealers in whose business tires play a vital but 
relatively smaller part, and they also have to be taken into account in 
~ consideration of the welfare of small businessmen—— 

r. Fotry. Mr. MacGowan, could I just explain something to Sen- 
ator Humphrey ? 

Senator Humpurey. Excuse me, I was a little confused with your 
definition of terms, and I wanted counsel to correct me. 

_ Mr. MacGowan. Surely. I was saying while certainly you have 
independent dealers who are the larger type of dealers and dealers 
whose principal business is the tire bese, who get a substantial 





*See exhibit 12—A, p. 233. 
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portion of their business from tires, and it is naturally very important 
to them and to us and to the industry, I want to say that in any con- 
sideration of the distributive problems of the tire industry and of the 
small businessmen who are in the tire industry, and in any definition 
of what constitutes a tire dealer, you have to make sure that you have 
the dealers who are of different types than that. 

Senator Humrurey. At that point, Mr. MacGowan, do the so- 
called regular tire dealers who have as their prime commodity tires, 
represent a bigger portion of the sales, or do the filling-station opera- 
tors who have tires as an accessory to their petroleum products repre- 
sent a bigger portion of their sales ¢ 

Mr. MacGowan. I think there is no question but that the filling 
station people represent a much larger proportion of the sales. 

There are other types of dealers, however, besides those. As to the 
dealers who have appeared here before this committee, I want to say 
that the statistical material that dealt with this question was offered 
by the first witness, Mr. Marsh,’ and he is an able man who is en- 
deavoring to serve the interests of his particular organization, and his 
particular group of independent dealers, and according to his state- 
ment there were 180,867 establishments at the end of 1954 which re- 
ported the sale of tires, of which 162,908 were gas stations, and 17,959 
were TBA dealers, that is, tire, battery, accessory dealers, including 
company stores. The two figures add up to 180,867, which he used, 

Now, about up to 25 dealers or so have appeared here. The NTDRA 
Dealer News recently said that 160-odd dealers had volunteered to 
testify here, and actually some 20 or so out of the 17,959 have, and 
according to Mr. Marsh’s statement these dealers, which some people 
refer to as “old-line dealers,” although he doesn’t use that term, are the 
ones that should be given a tremendous amount of consideration. 

His organization, I suppose, has possibly 3,000 members in it, in- 
cluding the retreaders. Firestone alone has about 12,000 direct deal- 
ers, including that same type of dealer. 

Of our 12,000 dealers, 1 might say in the year 1958, we had 4,167 
dealers alone who did over—bought over $5,000 worth of tires and 
related products from us in a year. 

Of the dealers who were here, two or three were representatives of 
Firestone; in other words, they were Firestone dealers, out of this 
number we have been talking about 

Senator Humpurey. How many did you say bought $5,000 or more?! 

Mr. MacGowan. 4,167. 

Now, statistically speaking, we all know that a sample of 2 or 3 as 
to what the conditions are among 4,167 is pretty poor, and I want to 
say that nobody is speaking here, Senator, nobody is speaking here 
for the other type of dealer. 

We have ourselves not only 12,000 independent direct dealers, in- 
cluding 4,000 or more of the size that I talked to you about, but in 
addition to that, we have 35,000 associate dealers who are even smaller 
businessmen, the kind of dealer who purchases his supplies from larger 
dealers, and from the company-owned stores, by far the greater num- 
ber, from the larger dealers. 





® See p. 2 for Mr. Marsh’s testimony. 
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And in other words, we have nearly 50,000 dealers, and 2 or 3 
of our dealers have been here, and are of just one type of our dealers. 
And there have been no dealers here whatsoever that were representa- 
tive of any type of dealership except this one type that I was talking 
about, the type that are represented by Mr. Mareh’s association, which 
I would say to you represents perhaps 1 percent, has in its membership 
perhaps 1 percent of all of the small, independent businessmen in the 
United States that are engaged in the retailing of tires. 

If every dealer he has got came here, you would have maybe 1 per- 
cent of all the independent tire dealers of the United States. 

Now, it is very interesting 

Senator Humpurey. But if any of that 1 percent are discriminated 
against, it still poses a problem. I am not saying that they are, but 
the testimony on their part indicates that they are. 

Mr. MacGowan. It is of the greatest importance, Senator. We 
realize that. We have every intention of addressing ourselves to that 
matter, and while in the space of time that has elapsed since we first 
heard these men speak here, obviously the circumstances and situa- 
tions that are alleged to have occurred have occurred at distances very 
remote from here, and a good many different people are involved, even 
though in our company’s case there were very few references, but we 
want to be sure that we get the facts, and that we investigate thor- 
oughly, and we have every intention of doing that. 

We were told in your letter prior to these proceedings that if any 
material developed which we wanted to have investigated, we would 
be given an opportunity to give our side of those individual pic- 
tures in the record, and we are going to do it just as quickly as we 
can.* 

y ’ ow, I said to you there were a great number of independent 
ealers. 

In 1955, Dr. Warren W. Leigh, dean of the College of Business 
Administration of the University of Akron, filed an affidavit in the 
FTC’s quantity limit proceeding in which he made an estimate of 
the total number of outlets that were involved in independent dealer 
distribution of tires. His estimate was for the year 1947, and he ar- 
rived at 312,750 for the year 1947, of which 127,000 were distributors 
and dealers, direct distributors and dealers, and associate dealers. It 
excluded the company stores. The associate stores of chainstores, 
such as Western Auto, you know, numbered 5,750. They are also small 
businessmen ; 180,000 of the 312,750 dealers were independent dealers 
receiving their tires in connection with the marketing programs of 
oil companies—total, 312,750. 

I have made an effort myself, using the techniques which Dr. Leigh 
described in his affidavit, to figure out how many independent dealers 
there probably are at the present time, because I thought it was ex- 
tremely pertinent to this investigation. 

My estimate is that there are 347,000 independent dealers marketing 
tires at this time, after allowing for split accounts, and so forth. 
Before such adjustment, we estimate 75,000 direct dealers and dis- 
tributors of tire manufacturers, as compared with 65,000 in 1947. 





se eepelamental statement of Mr. MacGowan, p. 296. Additional information to be 
supplied. 
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We estimate that the associate dealers who are connected with the 
oil companies, who numbered 219,500 small businessmen in 1947, now 
number 230,000. 

We feel that the associate dealers, who numbered at that time 73,000, 
now number right around 100,000. 

The associate dealers of the chains at that time numbered 5,750. We 
think, and we have published the reports in the New York Times and 
elsewhere, associate dealers of the chains now number 6,300; coop- 
erative dealers who are independent, numbered some 3,000 in 1947, 
and 3,500 now. 

Now, what percentage of the industry’s sales are accounted for 
by these independent dealers? 

Well, some industries are in a pretty bad way when it comes to 
that kind of thing. The automobile industry can do it because you 
have to register an automobile, and all kinds of things can be found 
by examining the public records. 

In this industry, we are fortunate in having had Dr. Warren W. 
Leigh over a period of years studying this subject, and compiling fig- 
ures, as I am sure most of the people in this room who are students 
of this industry, know.® 

The charge has frequently been made that the independent tire 
dealer is losing out in the tire business; that whereas in the 1930’s he 
was enjoying possibly 60 percent of the business, and if you go back 
beyond that, and we foaud that earlier, 90 percent of the business, you 
get down to the more recent times, and it is on the order of less than 
50 percent of the business. This makes it look very bad, and if you 
just g° for that, why, you are going to get an altogether different pic- 
ture from what I am going to give you here. 

I referred to Mr. Marsh’s very interesting statement.® He said that 
since 1914 when tires first became commercially important, there had 
been these various changes, and he said until 1926 dealers handled 
90 percent of the replacement tire business; in 1941 they still ac- 
counted for about 50 percent, and he went on finally to develop a still 
higher figure. He said in 1958, only 12 years later, according to the 
national automobile and tire survey, independent dealers and com- 
pany-owned stores together accounted for only 33 percent of the re- 
placement tire business and that the share of the company-owned 
stores he estimated to be 10 percent, which he believed to be conserva- 
tive. It follows that the dealers’ share was only 23 percent. 

In other words, we start out with 90 percent back in 1926, and now 
we are down to 23 percent for the independent dealers. Well, that is 
an incorrect picture of the situation. 

Senator Henioaua The survey by the Tire, Battery, and Acces- 
sory News, based upon certain basic information of the 1954 Census of 
Business, and other trade information from market surveys, shows 
that the tire dealers, the number of them at the wholesale level, was 
13,687, and they did 22 percent of the retail replacement passenger 
ear and truck tires in 1957, and service stations did 35 percent, with 
181,747 dealers. 
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Mr. MacGowan. Senator Humphrey, as I told you a few moments 
ago, they are using the very narrow concept of what constitutes a tire 
dealer, the very narrowest kind of a concept that you could possibly 
have. 

That is very consistent with the figure that Mr. Marsh used in his 
statement. Mr. Marsh, you will remember, quoted, he advanced the 
idea that independent tire dealers only had 23 percent of the market. 

Senator Humpurey. This says 22. 

Mr. MacGowan. Yes. 

Now, I would like to explore where Mr. Marsh got his figures from. 
I have here his source. It is the national saiaaunte and tire survey to 
which he referred, for 1958, sponsored by Look magazine, and con- 
ducted by Alfred Politz Research, a very reliable research company. 

The 33 percent—he started with 33 and then he subtracted 10 for 
the company stores; tire company store or dealer, 33 percent. He 
takes off the 10 percent which he thinks is conservative, except that 
it isn’t, and he gets down to 23. Now, that is it. 

You see, so far as he is concerned, that is independent dealers. And 
that is what this survey shows. 

Now, I would like to tell you how, what the facts are on this thing. 

Senator Humpurey. That survey showed 10 percent of company 
stores. 

Mr. MacGowan. Yes, I know it. 

Senator Humpnurey. Yes. 

Mr. MacGowan. Now, I am going to give you something on that 
in a few moments, too, that I think is more authoritative and I will 
explain why I think so. 

The tire company store or dealer was one of the places mentioned 
when people were asked, “Where did you buy your tires?” Tire com- 
pany store or dealer, 33 percent. 

You take off what the tire company stores do, which, according to 
the Dr. Leigh source, is 7.9 percent. 

When these people were asked that, they didn’t differentiate be- 
tween a store and a dealer; they don’t know; they can’t tell that. It 
is a Firestone outlet. 

Many times the independent dealer is completely indistinguishable 
in the eyes of the consumer. He can’t tell whether it is a store or 
dealer. 

Anyway, you take the 33, and you take off the 7.9, and you have 
got 25.1 for that particular type of distribution rather than the 23 
quoted there. 

All right, let’s look at the gasoline stations; 26.3 percent of these 
people said that they purchased their tires in gasoline service stations, 

Senator Humpnrey. Yes, sir. 

Mr. MacGowan. But we have to eliminate the company-owned and 
operated, the oil company-owned and operated gasoline service sta- 
tion. The Leigh studies again show that 1.6 percent—— 

Senator Humrurey. Why do you eliminate those ? 

Mr. MacGowan. Because they are not independent dealers. They 
are owned by the oil companies. 

Senator Humpnurey. Yes, but it is a different type of company 
store. 

Mr. MacGowan. These are all different types of distribution, 
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Senator Humpurey. Yes. 

Mr. MacGowan. The tire is a universally used commodity, and it 
is proved—the history of this industry and its development shows 
that you can’t confine its distribution to one narrowly limited and 
segregated type of dealership. 

Senator Humpurey. What are you trying to prove, Mr. MacGowan? 

Mr. MacGowan. I am trying to prove that the independent dealers 
of the country, using the very same source that Mr. Marsh used, in 
1958 accounted for 69 percent of the distribution of the industry, if 
you, take into account the independent dealers handling the oil com- 
panies’ own tires, under their own brand names, and the manu- 
facturers’ brands that they buy from companies, that the dealers buy 
from companies like us. 

The associate dealers of chainstores, the local independent auto 
supply stores, 4.9, you have got to have them in there, they are in- 
dependent ; the garages specializing in auto repair, they are 4.8; new 
and used car dealers, 3.6, and cooperatives, etc., all totaling 69 per- 
cent. 

Senator Humpurey. So you are disputing the conclusion that Mr. 
Marsh made in reference to the independent dealers. 

Mr. MacGowan. And I am also dispnting-—— 

Senator Humpurey. He restricted his definition, according to your 
view, to one particular kind of dealer. 

Mr. MacGowan. And I am just pointing out to you that these 
dealers, as you know, have every right to be heard, and I personally 
think it is a wonderful thing that we are having this proceeding and 
it is going to be very helpful. 

I am not at all trying to convey the impression there is anything 
wrong with the proceeding. It has been very ably handled, and we 
should know all about this thing, and I think getting the viewpoint 
of these men in this way is a wonderful thing. 

I just don’t want anybody to get the impression that that is all there 
is to the tire industry so far as the independent tire dealers are con- 
cerned. I am trying to get this into general focus before I narrow it 
down to the consideration of more specific matters. 

Now, I referred previously to Dr. Leigh’s studies. Dr. Leigh has 
recently made an estimate of the share of the independent dealer using 
this same concept that I have given you here, going back for a long 
period of years, the same one you have in front of you.” 

Now, you will notice that the first group of years at the left of 
that table is 1934-88, and you will notice if you go all the way down 
to the bottom, that 67.5 percent is the independent dealer share, at the 
foot of the independent dealer column. 

Senator Humpnrey. Yes; I see that. 

Mr. MacGowan. Yes. 

Now the next period is 1941 plus the period from 1946 through 
1949. That is a 5-year period. During the war Dr. Leigh couldn’t 
gather any figures—72.9 percent 1953-56, 72.7. And 1957-58, 72.1. 

Senator Humpurey. Those are the great increases there in service 
stations. 

Mr. MacGowan. The great increase is in all of these other types 
of independent dealer distribution to which I have been referring. 


7 See exhibit 14, p. 272. 


Or RE + A oN 


th 
tiv 
wa 


au’ 
the 


oul 


sp! 
int 


sta 
cor 
; 


tio 
out 


abc 
if ] 


sel] 
rect 
any 
cen 


ing 
} 


dea 
reta 
bus 


M 
tren 
doe: 
late 


busi 
don 
neve 


bers 
got | 
thei: 
thes 
tires 
thin 


easil 
pere 
thin 
smal 





e 


eT 


US 
a 


1s 


of 
he 


DUAL DISTRIBUTION IN AUTOMOTIVE TIRE INDUSTRY 27] 


If you go back to the period of 1934-88, that was the period in which 
the tire industry, having gone through its initial growing pains, was 
beginning to achieve at least a semblance of stability in the distribu- 
tive pattern. 

The early period, the period of 1926 to which Mr. Marsh referred, 
was a caoney when automobiles were getting to be in everybody’s 
garage, and when it became necessary for people who had these 
automobiles to try to find convenient sources of tires for them, and 
the tire passed from being an item of so-called specialty goods to an 
item of convenience goods, and as time went on this multiplicity of 
outlets, gas stations, and all these other types I mentioned to you 
sprang into existence, and this pattern changed. It changed in the 
interest of the consuming public. 

Now, however, since 1940, you had, by that time reached relative 
stability, and by that time the independent dealer segment had be- 
come very stable. 

You will see that it has fluctuated according to Leigh within a frac- 
tion of 1 percent, right around 72. The Look Magazine survey comes 
out to 69. 

Now, I would like to, if I may, make this available which I am 
about to talk about. I would like to put a copy of this into the record, 
if I may, of the table which is a part of this. (See exhibit 14, p. 272.) 

Senator Humpnurey. What you are doing is including anyone who 
sells tires as an independent dealer or a dealer in tires, isn’t that cor- 
rect? I don’t say you include them as an independent dealer, but 
anyone who is an independent and sells tires, regardless of the per- 
centage of his sales in tires you include as an independent tire dealer. 

Mr. MacGowan. No, sir—yes, sir; that is right. And if he is.sell- 
ing tires he is a tire dealer. 

You know, the concept that is sometimes used for the old-line tire 
dealer, which is the official census classification used in the census of 
retail distribution at various points, of course, is that this individual’s 
business has to be more than 50 percent in tires. 

Senator Humrpurey. That is correct. 

Mr. MacGowan. As I said to you earlier, those people are ex- 
tremely important, and there isn’t a tire company in the business that 
doesn’t place great reliance on them, and we try to serve them, and 
later I hope to establish the fact that we do. 

But, I just want to make it clear that there are a lot of other small 
businessmen that are in the tire business and have got a stake in it that 
don’t sell 50 percent of their business in the form of tires, and that 
nevertheless are very substantial in the tire business. 

For example, I mentioned the associate stores. Tremendous num- 
bers of the direct dealers—companies of the type that I represent have 
got many of them—have got 40 and 50 percent or even 60 percent of 
their business in tires. But you get over into the associate dealers of 
these chains and they will have 25 or 30 percent of their business in 
tires. They are businessmen and they have put their capital into that 
thing and they are entitled to be considered, too. 

The oil company dealer who sells tires in a service station, may very 
easily have a very appreciable percentage of his business in tires; 15 
percent is not at all, or 20 percent is not at all uncommon, and I don’t 
think that when we are talking about such tremendous numbers of 
small dealers we should ignore them. 
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Now, the table that you have in front of you, which I desire to in- 
troduce into the record (exhibit 14, below), points out that the in- 
dependent dealer segment has been remarkably stable from the 1940’s, 

address your attention, Senator, to the fourth column, “Tire 
manufacturers’ stores.” It was much more in this transitional pe- 
riod. It has now been for a long time, with minor fluctuations up and 
down, right around the high 7’s and 8’s. The small fluctuations are 
not, as you know, statistically significant. 

You can see that the column over to the right headed “Direct” has 
fluctuated from the 1940’s within a very, very narrow range. You 
have heard a great deal of testimony here that dealt with that, and I 
am again going tocome to that, if I may. 

Senator Humpnurey. What is the percentage of sales of the tire 
manufacturers’ stores? It isn’t just the number. 

Mr. MacGowan. You are quite right. 

In our case, the sales that are made by our independent dealers in 
the tire business are about 79 percent, and we sell about 21 percent 
through our stores. 

Senator Humpurey. How are the store sales; what has been the 
patter has the percentage of sales through stores gone up or gone 

own ? 

Mr. MacGowan. It has gone down, and in the last 2 or 3 years we 
have closed more stores than we have opened. I would like to say 
this to you, although I am getting a little bit ahead of myself, that 
Firestone, as I am sure you are aware, has more stores than any of 
the other companies have. 

I might also say to you that this is the only company which until 
very, very recently, did not distribute tires made under private labels, 
for distributive elements of all types who wanted to have private labels, 

We had to have stores in order to survive if we were not going to 
be heavily involved in the private brand business. 

Until last year we made only Firestone tires, and we were the last 
of all the companies, including the big ones all the way down to the 
smallest, to get into the business of making a tire that had something 
on it other than Firestone. 

Under those circumstances we didn’t participate in some of these 
independent dealer types of distribution that I have been referring to. 
None of the associate dealers of chainstores had our stuff in them, 
They had tires that had everything on them except the manufacturer’s 
name. 

We have a small private-brand business; we have decided that we 
very reluctantly have had to do it, and during the period we have 
been shifting over to be in that kind of business, we have closed a 
number of our stores. and I am going to come to that. 

(The chart referred to above follows :) 


Exnrsit 14 


Tur INDEPENDENT DEALER BUSINESS HoLps ITs INDUSTRY POSITION 


When the oil company dealers and the associate dealers of the auto supply 
chains are included along with other types of tire dealers, we see that inde 
pendent dealers accounted for 72.1 percent of all passenger and truck-bus tires 
sold in the replacement market in 1957-58. Looking back over a span of 25 
years to the average of the 5 years 1934-38 we see that at that time independent 
dealers were getting 67.5 percent of the business. 
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Over the same quarter century time span we also see that the share of the 
tire manufacturers’ stores has shrunk considerably, from 10.3 percent to 7.9 
percent. 

















[Percent] 
= ee 
Oil | Tire man- 
Year Independ- | company | Chain and | ufacturers Direct Total 
ent dealers | owned and | mail order stores 
operated 
i la at 67.5 4.8 16. 4 10.3 0.9 1 100.0 
1941 and 1946-49_.........___- 72.9 2.4 15.0 7.8 | 1.9 | 100. 0 
SES een oe 72.7 2.0 16. 0 8.0 1.3 | 100. 0 
i icikntincrapebsectuinces 72.1 1.6 16.7 | 7.9 ae 100. 0 
| 





1 Percentages do not add to 100.0 percent because of rounding. 


Here we have an industry in which the segments accounted for both by the 
independent dealers and by the tire manufacturers’ stores have held steady since 
the 1940's. 


The situation of long-time stability in the independent dealer segment is a very 
different picture from what has happened in the same period in several other 
lines of trade in which small independent dealer distribution has shrunk at the 
expense of other channels including very large chain establishments, 

Senator Humrnrey. I hope what has happened to the packing plant 
business won’t start to happen to you gentlemen. 

Mr. MacGowan. What were you referring to ? 

Senator Humeurey. You know the packers decided they were go- 
ing to put up all these good, high-quality meats under private labels ? 

Mr. MacGowan. Yes. 

Senator Humpeurey. Which they did for the big supermarkets and 
chainstores, and the next thing they knew, why, the chain stores looked 
around for packing plants, after they got people accustomed to their 
label, and some of the big packers ended up without any big cus- 
tomers. Pretty soon they found themselves a Reundiaet packing plant 
on their doorstep, and I just noticed the other day where a large 
packer had to close down one of its institutions. It had developed 
such a fine market for another company label under its high-quality 
production and got the customers accustomed to this new label, which 
was not the name brand of the original company, so that they just 
worked themselves right smack bang out of business. 

A couple of the nut companies have done the same thing. I was 
down in Chicago not long ago talking with some of the people who 
are in the nut business, peanuts, pecans, almonds, and so on. They 
had done such beautiful packaging under private labels for some of 
the big concerns that they just—I do not mean to sound happy about 
it; 1am very unhappy about it—but it shows how some of this back- 
fires, It worked so well and did such a good job they ended up go- 
ing broke. 

Mr. MacGowan. We tried very hard to have only our own brand. 

Senator Humpurey. I think that is right, and I think you have 
done something that I personally look wpon with considerable favor. 
I happen to believe in name brands, and I believe in trademarks, and 
I believe in the right of a manufacturer to protect the quality of his 
goods and to protect the integrity of hisname. I am just sort of old- 
fashioned about it. 

Mr. MacGowan. I know what your position has been on that. Well, 
we have then the situation in which the independent-dealer segment 
is stable, and the company-owned segment has been stable. 
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There has been the necessity on our part to get into the private label 
business, but it is being done, Senator, entirely through independent— 
the private labels that we are going to make are going to be distributed 
through independent dealers 

Senator Humpurey. Yes, sir. 

Mr. MacGowan. Of these various oil companies that are involved, 
and we have no business at all with any private label tires that are 
sold other than through independent dealer channels. 

Now, each channel of distribution has its right to exist, and they 
all exist because of natural competitive forces. I am merely out- 
lining to you our situation and our position. Our dealer group is 
growing. We have in numbers, Senator, as well as in the share of 
our business, a very good situation. Our dealer segment has been in- 
creasing since 1950. That period, as you know, has witnessed a 
tendency for some of the smaller dealers to come under the wing of the 
larger dealers to a greater extent than ever before in the role of asso- 
ciate dealers, and that has been a general industry trend. 

However, I told you what our dealer business as a whole amounted 
to as a percentage of our business—and I might say that the larger 
dealers, which are the kind that are thought of sometimes—perhaps 
it is a poor title—as the old-line dealer, let us say the dealers who pur- 
chase $50,000 or more of tires a year—and we have heard a lot about 
max. max. dealers here who, in order to get that, have to be a larger 
dealer, $250,000 or whatever it is, that number of dealers in our case 
since, if you go back to 1950, has increased 42 percent. 

Now, they have not suffered attrition at the expense of any element 
in the business. They have been doing all right, and their average 
purchases from Firestone per annum have increased during that period 
24.6 percent, and that is not attrition, either, and some of this trend is 
due to price inflation—but you cannot explain over a period of 9 years 
those kinds of increases on the basis of increases in the prices of tires. 
Those fellows have been doing all right. Overall, as I say, the number 
of our dealers has been increasing. 

Senator Humpurey. Does that include the number of max. max. 
dealers that you talk about ? 

Mr. MacGowan. Yes, sir; it does. 

Senator Humpurey. Does that include company stores ? 

Mr. MacGowan. No, sir; it does not include company stores at all. 
Our company store segment is down. The amount done through the 
max, max. dealers has increased very definitely and very substantially. 
The dealers who have been here have, in the main—and I am sure all— 
have appeared here sincerely, and they have described these problems 
that they have had, and I think it is a wonderful thing they came 
here, and I am speaking for my own and Firestone’s point of view; 
I think it is a wonderful thing that the hearings have been held, and 
only good can come of having this thing that happened here. 

But, you know, you appreciate the fact that a very small number 
haveappeared. We could, from the figures that I have given you, from 
the size of our dealer business and the success with which the dealers 
are operating, we could have brought, obviously, witnesses to any 
hearing, whether of this nature or any other, who can describe or could 
describe favorable experiences and good handling by the company. 
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We feel that with very, very few exceptions, our dealers regard 
us as a company that does everything humanly possible not only to 
keep them in a strong competitive position, but to safeguard their 
interests and as an outfit that would not injure them through any- 
thing connected with dual distribution, direct selling or anything else, 
and J am sure you realize that it does not make sense for a company 
like ours, which has the great bulk of its business with dealers, to have 
any other attitude, and there has been no such other attitude, 

Senator Humpurey. There are some questions that have been 
brought out, or certain points that have been brought out, during the 
hearing, Mr. MacGowan, that do not relate only to the number of 
dealers and your general basis of cordial relations with your dealers. 

I would presume such a great company as yours exercised rather 
meticulous care in its relationship with the bulk of its dealers. I know 
you have a splendid advertising program. You have an international 
as well as a national reputation. It is good. The name “Firestone” is 
maybe as well known as any name in American industry, and favor- 
ably known. 

Mr. MacGowan. Thank you. 

Senator Humpurey. What I am concerned about, and I think re- 
quires a little of your time and attention here in response, are some 
alleged practices that have been discussed before the subcommittee. 
For example, whether this was true of a Firestone dealer of not, my 
memory does not serve me weil, but let me just indicate one of the 
alleged practices. 

Mr. MacGowan. Yes, sir. 

Senator Humpnrey. Here is a dealer that gets a tire from Fire- 
stone, and this same dealer for a considerable period of time has been 
servicing, let us say, local government institutions. All at once the 
Firestone Co, decides to do some direct selling to local government, 
and actually sells at a price that the dealer cannot compete with, buy- 
ing from the same Firestone Co. The dealer’s price that he pays to 

ou, or your price to the dealer is actually more than your price to the 
ocal government. 

How is the dealer going to come out on that kind of a thing if your 
relationships with the dealer are good ? 

Mr. MacGowan. Let me answer it this way. 

Senator Humeurey. First of all, let me do this. 

Mr. MacGowan. All the rubber companies handle State business 
which, I think, is essentially—is it State and local, Senator, that you 
are speaking of ¢ 

Senator Humrpurey. Yes, sir; State and local jurisdiction; let us 
put it that way. 

Mr. MacGowan. Yes. The Federal is an altogether different thing. 

Senator Humeurey. Yes. 

Mr. MacGowan. The State and local business is handled in different 
ways in different States. There are some States in which very high 
percentages of it are delivered, in which complete percentages, in 
which a hundred percent of the State business is delivered by dealers 
in those communities, and there are other areas in which the company 
stores of the company, such as ours, will participate to a certain ex- 
tent in the delivery of State business. 
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No dealer and no store in my experience is going to be able to sell 
State business within his own buying price, because the States are 
extremely hard and difficult buyers, and they make an effort to buy 
at very, very low prices, and they do. 

Senator Humprrey. Why don’t you have a policy simply saying 
that you don’t sell direct. 

Mr. MacGowan. Then we would not get—direct ? 

Senator Humenrey. Yes. 

Mr. MacGowan. Then the dealers would not be able to get—in 
other words, Firestone makes a policy like that ? 

Senator Humpnrey. Yes. Why doesn’t Firestone simply say, 
“You dealers are living in the States, you pay taxes to the States, you 
raise your families in these respective States and localities, and if 
the States want to buy some rubber tires they will buy them from 
dealers.” 

Mr. MacGowan. To whom do we say this? 

Senator Humeurey. Just have it as a policy, just like no direct 
selling. I know companies that have a no-direct-selling policy. 

Mr. MacGowan. All I can say to you on that is that if Firestone 
decided it was going to do that, that our percentage of State business 
as of that time would be zero. 

Senator Humpurey. Why? Don’t you think your dealers are 
pretty good in wrestling up a good deal ? 

Mr. MacGowan. No, sir. I do not think the dealers could compete 
with dealers of the other rubber companies if they were continuing 
to dothe same thing. 

After all, we tire companies are—it is not legal for us, and we do 
not work in concert on the development of pricing programs, and I 
am sure that you do not intend to propose that. But obviously how 
could we do that? These things evolve, Senator, over a period of 

ears. 

One State buyer becomes very aggressive and he hammers away 
until he gets some company who is willing to do something or other, 
and then the other companies begin to lose business, and they do the 
same thing. They feel it for a few months, and the first thing you 
know they are doing it. 

Senator Humpurey. Yes. 

Mr. MacGowan. And then other State buyers do it, and then all 
over the country the whole thing has been hammered down. 

State business is a perfect example of direct selling of the type 
that is referred to later here, and has been talked about by some of 
these witnesses, and I must say to you that no tire company would 
have any of it if it made an effort to do what you are s saying, unless 
everyone of them did it, and if everyone of them did it there are 
certainly, let us say, serious legal implications involved there under 
the antitrust statutes as they exist today. 

Senator Humpnrery. What I see here is a pattern of where manu- 
facturers have foregone or have left a traditional pattern of opera- 
tion and have decided to become distributors. 

Mr. MacGowan. We have had to do that. 

Senator Humrarey. They have had to because one got out of line 
and quit acting like a manufacturer, and pretty soon what this be- 
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comes, if you do not watch out, as I see it, this becomes a battle of the 
giants. How can anybody compete! 

Mr. MacGowan. Senator, these small companies are doing business 
on this very same basis. 

Senator Humpurey. You mean thesmall manufacturer ? 

Mr. MacGowan. Yes. 

Senator Humpnrey. I know. But what about the other fellow who 
just lives around town? You see, the thing I am worried about is 
that everybody cannot live in Akron, and even though it is a wonder- 
ful place—— 

Mr. MacGowan. Well, Akron is wonderful. 

Senator Humpurey (continuing). Or any other town such as that. 

Mr. MacGowan. They cannot all live there. 

Senator Humpnrey. It would be exactly, for example, as a large 
manufacturer of any particular commodity that has a central plant; 
if he is going to do all the business directly, you are going to change 
the whole pattern of American industry. I know that your industry 
does not do all of its business directly. It does a very small portion 
of it. But it isa pattern. 

Mr. MacGowan. Let me make a couple of observations on this 

oint. 
% In the first place, as I say, this thing has evolved. It is a symptom 
or an example of the working out of the free competitive processes 
which, in our free competitive economy have resulted in the lowering 
of prices to consumers. The State is a consumer. It is a thing that 
has happened because of pressures that have been brought to bear, 
and they have worked on the dealers and on the companies. Now, 
the State business, and that type of business is an exceedingly minute 
portion 

Senator Humpurey. Yes. 

Mr. MacGowan. You realize that. We have been talking here 
about the large portion of this thing. The table that I introduced is 
not broken down so as to show ultimate customers, but if it were you 
would see that the State and the local, direct customers are a very, 
very small fraction. 

Senator Humpnrey. I understand that. 

Mr. MacGowan. I appreciate, Senator, that it is important to the 
individual businessman. I do not want to minimize that for one 
moment. But I do want to say this to you. I was talking to you 
earlier about the tremendous number of dealers that are in the tire 
industry, and that the kind of dealers who have been testifying here, 
while they are very important to us, and while their purchases from 
us, in spite of these matters, this kind of thing, have been growing 
in an absolute and relative sense, in spite of this thing. But let me 
tell you that the policies under which State business and other direct 
business of the national account type and the direct, other direct types, 
amount to not only minute proportions of our business, but that it en- 
ables the smaller dealer, the smaller dealer of whom there are, as I 
said, 347,000 total dealers in the United States, if you look at the 
independent — 

Senator Humrnrey. Total outlets? 

Mr. MacGowan. That is right. 

Senator Humpnurey. There is a difference. 
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_Mr. MacGowan. Yes, sir. It is true. But on a delivery commis- 
sion basis, the very smallest one of them, the littlest independent busi- 
nessman, he can make a delivery to a local governmental agency, and 
he gets his commission, just as much as if he is a max. max., or 
however you want to call him, dealer. 

Senator Humpurey. This is one thing that intrigued me. How 
come all the rubber companies decided that 714 percent was a good 
commission rate ? 

Mr. MacGowan. All I can say to you on that 

Senator Humpurey. Is that just the usual arithmetic under- 
standing ? 

Mr. MacGowan. I would say telepathy: 

Senator Humpurey. How come somebody does not pay 8 percent? 

Mr. MacGowan. The telepathic processes are very low in the rubber 
industry. 

Senator Humenrey. If it is competition, I want to say, why does 
not somebody say 8 percent to wrestle out some competition ? 

Mr. MacGowan. I wanted to say that it is an interesting point that 
you make right here. That point applies with equal force, in my 
opinion, to any number of similarities, similarities that exist in the 
pricing policies and the like of the rubber companies. 

Senator Humpurey. There is not only the 714 percent but the 10 
percent that the national—that the dealers get for delivering a na- 
tional account. That is the same, too, with some very few exceptions, 
and so forth. How does that come about ? 

Mr. MacGowan. Well, it comes about, in my opinion—and I have 
been in this business a long time and I have seen a lot of these things 
develop over these years—it comes about because there is an institu- 
tion in this industry called dualing. There are a lot of split dealers, 
And that doesn’t involve somebody being injured, either. It is the 
fellows who carry more than one brand of tires. 

Let us say one of the two brands of tires is ours and that we make 
some kind of a study and we decide then 714 percent is about what, 
in taking into account all the factors, we want to have as delivery 
commission. I will come back to how we might do it in a minute. 

But we have to announce it. We announce it, obviously, to our 
dealers. We would be the first one, perhaps. The other tire com- 
pany that is supplying him with tires isn’t doing it. How long does 
it take him to get on the phone and call somebody up in that tire 
company and say, “How about this? Firestone does this.” And word 
goes around and before long that company is doing it. 

Senator Humpurey. Why doesn’t one of the companies get hip and 
say, “I will give you eight ?” 

Mr. MacGowan. Maybe they do. This commission used to be five, 
Senator. Sure they change, and the national account commission 
used to be 714. Sure, competitive forces are operating. And these 
discounts, I might say, that your tire dealers operate on have become 
larger and larger. The max. max. deal as of any one time is different 
from what it was before. As the dealers need more margin to operate 
on competitively, the rubber companies over a period of time give 
them this and give it to their stores, and I assure you this, they are 
treated on the same purchasing basis. 

But no one company can keep its discount structure, whether it is 
delivery commission, or anything else, secret. How can you do that? 
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In the first place, you have to announce it to your districts. It gets 
out that Firestone has done something or other; it gets out. It is in 
the trade press. We have got four or five dealers’ publications that 
are existing here and of course it all comes out. 

I may say that what happens is this: If anybody lowers the price 
in a highly competitive industry—and this is, in my opinion, as com- 
petitive as any industry in the country—if anybody lowers the price 
or improves the discount structure, everybody has to meet it. They 
may drag their feet a little, but eventually they have to meet this. 
They work this thing out and do what they can. 

That is how it happens that one company doesn’t have 714 and 
another one have 8. If the other fellow had 8, we would have to 
meet it, and we would meet it just as soon as we possibly could, 
whether we liked it or not. We would have to. If we didn’t we’d 
suffer competitively, don’t you see ? 

Senator Humpurey. I saw this in the retail gasoline business here 
a couple of years ago, where most of the price competition got on the 
retail end where they had—there was a little fixing up underneath 
there every once in a while. A few little special grants were made 
to the dealers, but all the casualties, all the bloodletting was done out 
at the frontline, at the retailer end, and that was the kind of price 
competition that resulted in real free market conditions at the filling 
station level, that is, at the end of the pump, but not so free market 
behind. It seemed like always the price structure stayed pretty much 
behind. 

Mr. MacGowan. What the classic economists used to refer to as 
atomistic competition was operating there and the bloodletting took 
place at one level and, of course, that level obviously was not the con- 
sumer who bought the gasoline, who would have benefited by this. 

Now, if I may, I would like to say something about the dealer, the 
efforts that are made by our company to make sure the dealers’ ac- 
tivities are maximized. 

Senator, do you wish to limit the time that is allotted to me? 

We have, I know, a number of other witnesses. 

Senator Humpurey. Well, I think you are entitled to make your 
presentation, and I don’t like to limit a man. I think we will just 
use good taste here. I have been taking your time in questions. 

You go right ahead. 

Mr. MacGowan. I will make it as brief as I can. 

Senator Humrurey. You are not trespassing upon the committee’s 
time. 1 

Mr. MacGowan. Thank you. There have been some statements 
made here that the tire manufacturers were striving for vertical 
integration, that they didn’t want to open up new dealers, that they 
didn’t put forth efforts to get new dealers, and that sort of thing. 

We have 50 district offices, most of whose employees deal with efforts 
to obtain and serve and retain dealers. We do have these 700-odd 
stores, but the bulk of the efforts of the district personnel is devoted 
to the dealer end of the business which, as I have said, is larger, and 
that is taken care of by, in our case, 418 territory salesmen whose sole 
job is calling on these dealers and attempting to get new dealers. 

In addition to that, we have 157 men who spend their full time 
calling on dealers only, working out of stores, and they have been 
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getting associate dealers, you see. In the stores we have 259 part-time 
people, people who spend part of their time—259 who spend part of 
their time serving dealers and doing that sort of thing out of stores, 

Now, we advertise for dealers. Last year we spent $125,000 all 
over the country trying to get additional dealers to come into our 
business, and that has been an important expense to us. The efforts 
that are made and put forth to get dealers are extremely strong. 

Now, I would like to say this. I am going to say this. There have 
been some references to the Los Angeles market area and in Mr, 
Marsh’s presentation, you remember, he said—if I may, I would like 
toread this. He said: ® 

The extent to which the major manufacturers have thus preempted retail dis- 


tribution in some of the most rapidly growing markets of the country is sharply 
illustrated by what has happened in the Los Angeles area. 


I am quoting Mr. Marsh still. 


In august 1958 there was a total of 82 company stores in the Los Angeles 
area— 


he said— 
as follows: Firestone, 31; Goodyear, 25; Goodrich, 18; and General, 8; making 82, 
He went on and said: 


What happened to independent dealers confronted with this kind of competi- 
tion from their own suppliers can readily be imagined. In Los Angeles proper— 


he said— 


today there remain only 2 dealers who do more than $250,000 worth of tire busi- 
ness annually, plus a sprinkling of dealers who do around $100,000. 

Now, I want to talk about this Los Angeles thing. I think it isa 
good example, too. And I am sure you know that a market research 
and analysis department studies markets. What else? 

Senator Humpurey. Yes, sir. 

Mr. MacGowan. All right. Now, in 1952 we made a study of the 
Los Angeles market and we got the information that there were 32 
locations where Firestone urgently needed new dealers and 33 other 
locations where added representation was needed, but less urgently. 
We put forth tremendous efforts to try to obtain dealers in those par- 
ticular locations and we were able to get only 12 direct dealers in the 
7 years that I am talking about in the 65 locations. And we deemed 
it necessary to open nine stores in that area, which is the third largest, 
of course, trading area in the United States. 

Now, the Los Angeles area is one in which the largest national mail 
order company has retail department stores and—— 

Senator Humpurey. I know. 

Mr. MacGowan. You know. I am sure you do. And I might say 
that in the Los Angeles area, which was mentioned here by the witness, 
that mail order company sells more passenger tires than any other 
tire company, including us. And in Los Angeles County that com- 
pany has got 17 large department stores all of which sell tires, and 
a 





Senator Humepnrey. Are these discount houses? 
Mr. MacGowan. I beg your pardon. 
Senator Humpurey. Are these discount houses? 


® See pp. 8 and 9. 
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Mr. MacGowan. Well, they sell their own brand of tire. They 
sell what is known as the Allstate tire, and I may say that they 
own—some of their tires they buy from manufacturers of our type 
and they have ownership interests in some tire companies also. It is 
another form, if you will, perhaps in that portion of their business, 
of dual distribution. 

But let me goon. Out there in 1952 when we made this study they 
were already No, 1 in that market and since that time they have 
opened up several other, three additional large department stores in 
the outlying sections of that county. 

Now, that serves to illustrate the type of intense competition that you 
get into in many of these markets. Nationally that company is No, 3; 
not No. 1, but 3. Two of the rubber companies are ahead of them 
nationally in the sales of tires but they are three. And that is a form 
of distribution that has nothing whatsoever, sir, to do with inde- 
pendent dealers. 

Now, I mentioned to you—rather, the testimony that you have, 
dealt with the fact that we had 31 stores in that area. I will go back 
now. I told you the number we opened up. We will go back now to 
1952. We had at that time 34 direct dealers and we had 24 stores, 
and we had 383 other dealers who were gasoline and petroleum in- 
dependent outlets, selling Firestone tires as small businessmen. The 
total of our independent dealers in the Los Angeles market was 417 
and we had 24 stores. 

Now, today we have—as I told you, we have added a few large inde- 
pendent dealers. We have added a few stores. And we have also 
added a number of gas stations. There wasn’t time in this time to 
find out just how many gas stations we have got. But we did cover 
in the year 1952 how many dealers one of our competitors had, and 
they had 47 direct dealers and they had 352 gas stations, making in 
their case 399, and another of our competing companies whose stores 
have not been counted and referred to here, in that area had 38 large 
dealers and had 88 gas stations, and so forth. 

There were, in the Los Angeles area, 1,855 gasoline stations that 
were selling tires, and every single one of them, without exception, 
was a dealer. And the number of large direct dealers which are more 
or less the type of dealer that we are talking about, particularly in 
the testimony at the hearing here, as compared with the number of 
stores that they had at that time, which was fewer than the 82, were 
about, well, roughly, I would say, 150 or 160. I haven’t had time—we 
have been working to try to get this for you. But there were 150 or 
160 large, direct dealers comparable to stores. 

Now, reference was made to the fact that in the Los Angeles market 
there remain only two dealers who do more than $250,000 worth of 
tire business annually plus a sprinkling of dealers who do around 
$100,000. I can’t tell you anything about anybody else’s dealers, but 
I can tell you how many we have got out there that are in these vari- 
ous brackets. 

If you take Los Angeles proper, the city, we alone have got two 
dealers that are over $250,000. He says two for the industry. In 
Ios Angeles County we have got five that are above that level on tires 
only. 

42614—59—pt. 1——19 
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If you take all of their purchases, we have got seven, and we are not 
the whole industry. We are just a percentage of the industry. 

He said a sprinkling of $100,000 and up dealers. We have got 11 
from $100,000 to $250,000 on tires alone. And four in Los Angeles 
proper. 

I just want to get that into perspective, and again to remind you of 
the tremendous distribution through these hundreds of independent 
small dealers. 

I would like to say one thing, if I might. There was a reference 
to the dealers being on this State business and that grew out of some- 
thing I said about whether the dealers were well treated and were 
happy. 

We have never, Senator, canceled a dealer’s franchise, and I am 
sure you know that there have been circumstances in any business as 
large as ours, with 50,000 dealers, where one might perhaps, under 
certain circumstances, have been tempted to do that. We have never 
done that. Very very few dealers have canceled their franchise with 
us, and I have told you how our business along that line has fared 
as to numbers and percentages and all kinds of other things. We do 

make an effort to treat them in the same way. 

I would like to tell you, if I might, very briefly, an anecdote. In 
1945 I was called down to the office of the chief executive of our 
business, Mr. John W. Thomas, now deceased, and he said to me, “T 
am very anxious to make sure that in every way we treat our in- 
dependent dealers fairly. I want you to get into it, MacGowan, and 
find out whether they are being treated well and whether there are 
instances of their being treated unfairly by our district offices, or 
unequal matters as between them and the stores, and I want you to 
report to me privately. And if anything of that kind has gone on, 
we are going to have it changed.” 

And the people who have succeeded him over the years in the con- 
duct of the business, and I am the person who gets involved in the 
investigations along those lines at our place, have had the same at- 
titude, and I can truthfully say to you that I don’t know what more 
our company could have done about this matter to try to see that 
these independent dealers are treated equally and fairly—we stand 
or fall with them. Why wouldn’t we be that way? 

We have heard all kinds of allegations here, all sincere. Every 
one of them is sincere. A person who has been testifying, however, on 
a matter in his own business does not necessarily have the overall pic- 
ture. 

I might mention one matter, that one of the witnesses was kind 
enough to say that when it came to the matter of payment of excise 
taxes on tires, he understands that Firestone did pay the excise tax 
when the tires were shipped to the dealer or to the store, as the case 
might be. 

The point was that somebody had said that when a company has 
stores, it doesn’t pay the excise tax until the stores sell the tires, but 
the dealer has got to put his capital in, and we are in a sense doing 
business on his capital. 

This man was right about Firestone. I don’t know about the other 
companies, sir. Senator, I don’t wish to say that that is how they do. 
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I don’t know how they do it, but that was one of the things that 
changed as a result of Mr. J. W. Thomas’ getting hold of me and talk- 
ing about that. 

At that time we were doing that, and I said we shouldn’t do it, and 
we changed it. That is the way we have tried to handle these dealers. 

We have got these stores. We opened the stores in areas where 
we needed to get distribution and couldn’t get it any other way. The 
Los Angeles case, I think, gives you a good example. We made a 
study when we knew we were coming down here of all the stores 
we opened in the last 10 years—and we closed a lot—and we looked 
at the whole thing to see where we opened up a new store business; 
32 percent of the cases where we went in were cases where we bought 
a dealer who would not or could not continue in business and no 
other dealer was available in the area. 

We had a case just last week of that type. A widow in a place 
in Pennsylvania who found it necessary to sell her business. Her son 
wanted to open up some kind of a skeet-shooting place, or somethin 
like that, and he didn’t want to be in the tire business. She cau 
to sell her business. She couldn’t get any other dealer to buy it. The 
thing isn’t concluded yet, but I think we are probably going to wind 
up with a store which we don’t necessarily want to have. 

In 18 percent of the cases, we have been unable to find any dealer 
who would go in and close a very important market for us. 

Senator Humpnrey. I can’t understand that if it is a profitable 
business. I was just glancing through the report here on the tire 
industry, the Value Line Survey. It shows a very fine, excellent re- 

ort particularly for the manufacturers, and if an industry, if an out- 
et is a good substantial income producer, there ought to be takers. 

Mr. MacGowan. You would think so. But I assure you that the 
dealers are income producers. 

Senator Humpurey. I think most of them testified here to that 
effect. 

Mr. MacGowan. I would like to say this to you. A group of 500 
or 600 of them, and sometimes more, submit operating statements to 
Firestone on which they want us to give them advice and help, and 
we compare them with the operating statements which we have for 
our own stores, and the dealers make a very good profit in those places 
of business. The stores make good profit, too, in spite of the fact that 
we have heard a good deal about stores operating at a loss and not 
caring how cheaply they sold, because the company would absorb it. 
I would like, if 1 have any time, to comment on that and the precau- 
tions we take. 

The dealer business is a good business but that doesn’t mean at the 
time you want to go into a market you are going to be fortunate 
enough to find a dealer who at that particular time desires to enter 
that business. There are dealers, to be sure, that are already in that 
business representing other companies and the other companies in the 
main have dealers that are happy, just as our dealers are happy, and 
getting an entirely new man to go in there and operate a direct dealer- 
ship is something that we devote great efforts to, I assure you, and 
I have told you about the growth in the number of our dealers but 
that doesn’t mean, sir, that in the great majority of markets you are 
going to be able to do it when you want to, 
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I would like to point out to you, however, this. There are a great 
many individual markets in the United States, and you know how 
many cities there are, and towns, and how many trading areas there 
are within cities. And it runs, of course, into the thousands. I have 
forgotten the figures as to the city population size groups—if you 
were to take some reasonable level of population—and how many 
communities are above that level, in which we might interest our- 
selves in having a good direct dealer, but it is thousands. We have 
only got these 700-odd stores and they are in only—here I am quot- 
ing from memory—let us say 300 or 400 places. There can be no 
competition, Senator, between our stores and dealers in any other 
community than the 300 or 400. 

Senator Humrnurey. I think that may be true except that in those 
communities if your stores do not operate under comparable condi- 
tions of pricing practices, for example, it would make the competi- 
tion in those communities extremely difficult and maybe somewhat 
hazardous. 

Mr. MacGowan. I would like, if I may, that being the case, to 
comment. 

Senator Humpurey. I think the central issue here is there obvi- 
ously has been a growth in your industry. There has been a growth 
in the population of the United States. There is a tremendous growth 
in the population of the census of cars and according to all the reports, 
there is a great need of replacement of tires. The financial reports 
on your industry say it is one of the best investments of the Nation. 
It isblue ribbon. This is really blue chip stuff and that indicates good 
management. 

Don’t misunderstand me. I happen to think that is a good idea. 
If you are going to invest you ought to invest in something that is 
worthwhile. 

Mr. MacGowan. You don’t have any objection to profits. 

Senator Humpnrey. Nota bit. I believe in the profit system. The 
only complaint I have ever had was when it was short of profits. 

But I have noticed that your testimony indicates the growth in 
outlets, particularly the independent dealers, the growth in sales, and 
so forth. This is to be somewhat expected, I might add, and I am 
pleased that you feel your company is getting a share of that because 
you have been in the business a long time, and I can plainly see why 
they have you inthe company. You are a very able man. 

Mr. MacGowan. Thank you. 

Senator Humpnrey. Indeed you are. One of the factors that I am 
concerned about—just let me read to you from this Value Line Survey. 
When I went to college we studied what we called the theory of 
monopolistic competition. I think there is an excellent book by Cham- 
berlain, I believe, A. A. Chamberlain I believe was the author of that 
book. It has been some time—it has been 19 years since I read that, 
so it is a long time ago. And I noticed the word that attracted my 
attention in this report ° was the word that I learned back in school. 
I have never had a chance to use it since, so now I am going to take 
great joy in it. 

It says: 

The tire industry has long exhibited the characteristics of an oligopoly. 


® Value Line Survey, Mar. 9, 1959—Tire Industry. (Retained in committee files.) 
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That is a pretty good word. And that means, according to Web- 
ster’s definition— 


control by a few competing sellers of the amount and price of a given product 
or service to a large number of buyers. 


Continuing the quote: 


There are, of course, a number of small rubber companies but, by and large, 
the “Big Four,” and in recent years the “Big Five’ (with General Tire) have 
dominated the market. In economic theory, one of the characteristics of oli- 
gopoly is the absence of price competition. And this characteristic was, for many 
years conspicuous by its absence in the tire industry. As recently as 1954, con- 
ditions similar to those existing in early 1958 triggered a punishing price battle. 
The struggle at retail was actually abetted (however reluctantly) by the manu- 


facturers themselves through industry’s complicated system of discounts, bonuses, 
and rebates. 


In 1958 for the first time under really trying conditions, there was very little 
evidence of price warfare. There are many reasons for this development. To 
name a few— 
and then the article goes on to tell about new lines and new chemicals 
and new synthetics, and so forth. 

And then down at the end it says that as one of the ace 
factors for this relative price stability and the lack of what they cal 
price warfare: 


At any rate, it appears that the violent swings in earnings which marked this 
industry before 1955 are no longer likely. A good part of the present premium 
price that tire company earnings now demand in the market may well be due 


to the recognition of this increased stability and the development in the industry 
of nearly true oligopoly. 


But back a little earlier it said: 


* * * the retirement of many of the giants who built the industry and the 
resultant rise of the “professional managers”— 
has had a great deal to do with what I would call the orderliness of 
the industry, and the word “tranquillity” is wrong but 

Mr. MacGowan. We don’t want tranquillity. 

Senator Humrurey. It has a kind of price stability. Let us put it 
that way. 

Mr. MacGowan. What is the date of that? 

Senator Humrurey. March 1959. It is an excellent survey, by the 
way. 

Mr. MacGowan. Yes. On that point 

Senator Humpnrey. It is put out for stock buyers. It is good 
advice and counsel to potential investors. 

Mr. MacGowan. That is Arnold Bernhard’s thing. 

Senator Humeurey. That is right. 

Mr. MacGowan. Yes. I see those. It is interesting that as I re- 
member, they cover some 700 or 800 stocks. They keep their people 
supposedly informed on all of those and I am sure I don’t know, 
with the very limited staff, how they think that they can cover so 
many industries and have a good informed picture with respect to 
every single one. But I do want to say this. 

Senator Humpurey. It is easier on a rising market. 

Mr. MacGowan. Yes. Youcan’t lose on stocks can you? 

But what I wanted to say was this. Oligopoly, if I may say so, the 
concentration of economic power in the hands of a few, was alluded 
to elliptically in some of the previous testimony here, too. There was 
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discussion of the allegation that 80 to 85 percent of the tire business 
was concentrated in four large companies. 

Now, there are no figures at the present time as to how much of 
the tire business is concentrated in the four largest companies. There 
is no way for the four largest companies to get such figures unless they 
were to give their tire sales in confidence to an outside party. The 
companies’ total sales don’t, of course, mean much because of the per- 
centages of diversification which vary tremendously from any one 
manufacturer, whether it is large or small, to another manufacturer. 

Senator Humpurey. Don’t you make a report to your stockholders 
of the breakdown of your business operations ? 

Mr. MacGowan. Not as to that point, and neither do any of the 
other rubber companies. And the reason for it, I think is obvious—— 

Senator Humeurey. A drug company will make a report on what 
we call the biotics. I mean they break down the classification of goods 
so that we have an idea when you invest whether or not this company 
is really spending its money right on research. 

Mr. MacGowan. I know. And those figures are very interesting. 

Senator Humpurey. Yes, they are. I will tell you they are very 
interesting. 

Mr. MacGowan. You can see the antibiotics coming up very fast. 
But the thing is, in our industry this is contrary to the conclusion 
that the Value Line people have reached, apparently. As to this 
industry not being competitive, a competitive industry, I assure you 
that these companies wouldn’t give each other the time of day, and 
I have been in it a long time and I know. 

There was one occasion, Senator in which they managed to get 
together through an outside, an additional party. They gave him 
the information as to their tire sales and that was Dr. Ralph C. Ep- 
stein, head of, I think, the Department of Economics of the Univer- 
sity of Buffalo, and we in confidence, and several of the others in 
confidence in the industry, told Dr. Epstein how large our tires sales 
were and that was so that there would be a brief filed in 1949 in the 
quantity limit proceeding which was then pending, as it had turned 
out at that time that the percentage accounted for in 1947 by the four 
largest companies was 76.6 percent of the total value of tires and 
tubes of the industry according to the Department of Commerce. 

As to replacement tires, Epstein’s study showed that in 1930 it 
had been 66. In 1932 it was 67. In 1947 it was 68. 

Now, I don’t know where the figure of 80 to 85 percent came from 
but I was extremely surprised to hear it and I don’t know where it 
came from because there is no way that anybody could get it, in- 
cluding me, and I don’t for 1 minute believe that 80 to 85 percent is 
anywhere near right. I think that it is right down where it has al- 
ways been, and I would like to tell you why I think so. 

All the companies in this industry have been witnessing—and I 
mentioned this earlier to you—a resurgence on the part of the smaller 
companies. They have been increasing the strength of their com- 
petitive activities, and I think that an increase in assets is a tremen- 
dously indicative factor in the question of whether your sales are 
increasing. 

I don’t know any other way you can increase your assets except 
to make profits and I don’t know any way you can make your profits 
except on sales, and these small companies have been increasing their 
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assets at a rate that is conservatively twice as fast as that of the 
large companies. 

Now, Senator, the small companies tend to be almost entirely in the 
rubber business and tire business. They have not, to the extent that 
the large companies have done so, diversified away from the rubber 
tire. So that when they have increased their assets by very sub- 
stantial percentages, they have done it by something favorable that 
happened to them in the rubber business, and I don’t see how that 
could be due, in spite of the references that were made to it, to the 
growth of the economy. I don’t see how that could be possible in 
view of what we know. 

I do want to say this, too, about the increase in the number of cars 
and trucks on the road. That is a very interesting matter. The 
dealers who have been talking here in great good faith have been 
talking almost entirely, Senator, about truck tires. On passenger 
tires, several of them have said everything was all right on passenger 
tires. Although there has been some passenger-tire testimony here, 
too, the number of tires that are sold are related to the number of 
passenger cars that are running. From 1955 to 1958 the number of 
passenger cars on the road increased 13 percent. That is right; and 
the number of passenger-car replacement tires sold, increased 22 per- 
cent. The spare of replacement truck tires sold in that same period, 
which is covered by the 4-year period with regard to which these 
dealers said that direct selling has been getting to be a problem to 
them, increased only 2 percent, although the number of trucks on the 
road increased 10 percent during that period. 

Senator Humpnrey. They must all be there at the time I am 
driving. 

Mr. MacGowan. That is right. Unfortunately what happened on 
that, of course, is that the great increase in trucks occurred some years 
ago and our highway system did not increase with the number of 
passenger cars and trucks. 

Senator Humpnrey. May I just ask one or two questions? I am 
sure there will be additional matters you may want to file with the 
committee. The committee makes no judgment on these matters 
now, you know. We go into executive session. We have to draft a 
report. We argue the report in the committee. That is why we have 
staff members of Senators who cannot be present to attend these 
hearings so that someone in that Senator’s office is intimately ac- 
quainted with the details as well as the staff itself. 

Mr. MacGowan. I appreciate the time you have given me. 

Senator Humpnrey. You were entitled to the time. I believe it is 
our duty in these hearings to be fair and exceedingly fair and there 
are many allegations made, and when allegations are made, I think 
people should have an opportunity to respond and respond in any 
way they wish. 

May I ask this question as a point of information? Do you have 
labeling requirements under tire manufacturing? There is no Fed- 
eral labeling requirement. 

Mr. MacGowan. No. That doesn’t exist in the tire industry. 

Senator Humpnrey. Well, now, we have labeling requirements for 
garments. The suit I have on, or if you get a suit, it says percentage 
of wool, Dacron, cotton, or whatever synthetic fiber there is. We have 
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to take the company’s word for what nylon you put in a cord, for ex- 
ample, or cotton or whatever it is; is that right? 

Mr. MacGowan. Yes. 

Senator Humpurey. It seems to me that part of the problem that 
we have here is not only involved in the nature of the enterprise in 
which you are engaged and the competitive factors, but as was in- 
dicated also, there is this whole matter of what are you getting when 
you buy something? We have grade labeling in foodstuffs. We have 
very strict labeling, of course, in pharmaceuticals and that sort of 
thing because of the health factor involved, which is entirely different 
from yours. 

There is a safety factor, however, involved in tires, and sometimes 
I am of the opinion that a certain degree of labeling is of help to the 
consumer. It seems to me it would also be of great help to the legiti- 
mate producer. 

Mr. MacGowan. I have heard that suggestion advanced in the past. 
I think what you are talking about is that you would disclose the 
percentages which the different types of fibers represented. 

Senator Humpurey. Correct; that is right. 

Mr. MacGowan. I think it would be a fine idea. 

Senator Humpnurey. And grading just like—well, in foodstuffs, of 
course, we have grades as to qualities, but the quality in your instance 
would depend upon many things, the fabrication, processing, and so 
forth. 

Mr. MacGowan. I would like to say this, if I could. This is a 
problem of two things. It is a problem of public safety and the 
protection of the consumer, and it is also a problem, an economic 
problem, in the field of product differentiation. 

Now, two people manufacture tires—they will both fit on the rim of 
the automobile. That is, the size and general shape are prescribed by 
something over which they have no control. They are all black or 
black and white, and they have all got to have various properties that 
will be desirable. 

They have got to ride comfortably and they mustn’t skid, and they 
have got to be as free from punctures as possible, and they have got to 
wear a long time. 

Senator Humpurey. Who says they have got to? 

Mr. MacGowan. The customer says so, sir. The customer says s0. 
Tf his experience with the product of a given manufacturer is unsatis- 
factory in any of those particulars, he doesn’t buy it. 

Senator Humrurey. May I just interrupt here? 

I do this as a family man—my wife drives our children back to 
Minnesota every year by car. We buy a very good quality tire be- 
cause that is one thing I believe in, because it takes a long time to 
bring up a family and we love them very dearly, and I have had a 
couple of experiences when I was driving down the road 60 or better 
and wham, new tires—not old ones, new ones. . 

I remember the time I was mayor of the city of Minneapolis, when 
I had a brandnew set of tires, had them only 3 days, and was going 
down the road and went into a ditch, just like that. 

The Civil Aeronautics Board insists that an airplane meet certain 
requirements. I mean the braces, the frames, the different apparatus; 











DUAL DISTRIBUTION IN AUTOMOTIVE TIRE INDUSTRY 289 


that there are certain standards that are considered to be safety stand- 
ards or reliability standards. 

Mr. MacGowan. That is right. 

Senator Humpnrey. Why isn’t it possible—this gets away from 
the competition aspects of your industry. 

Mr. MacGowan. I would like to try to answer you, if I can. 

Senator Humpurey. Why isn’t it possible to establish literally 
safety standards for tires ? 

For example, when I buy a tire—I love the Firestone Co., and Good- 
year and General. I want to tell you I have used all of those prod- 
ucts. You are all good men and I am not angry with anybody. Iam 
sure you have produced a good product and you want to do more, 

But as much as I love you, I would just like to know when I get that 
tire that it has been looked over. I know when I buy eggs that they 
have been candled and I am reasonably sure there is not a chicken 
in that egg, at least at that time. 

I would like to know when I get a tire that somebody took a look 
at it. I know, for example, when I buy beef it has got a stamp on it 
and it indicates to me that somebody has taken a good look at it, and 
if I eat it, the odds are most likely that I will come through. 

Now, who takes a look at that tire to make sure when we buy those 
tires—and IT am in need of some pretty soon, too—— 

Mr. MacGowan. Well, I am going to try to sell you some. 

Senator Humpnrey. I might add that I have never seen any lack of 
competition out in my neighborhood for selling tires. You can hardly 
drive by but some guy tackles you. 

Mr. MacGowan. You would like to know whether that tire is go- 
ing to blow out ? 

Rsioe Humrnrey. I know you can’t guarantee that. I would 
like to know that there is no flaw in it. 

Mr. MacGowan. You are suggesting, perhaps, a Government in- 
spector be stationed in a tire factory, as is the case in a meat plant, 
and that the tires would be graded first as to being inspected and 
passed by the U.S, Department of Tires, as they are by the U.S. De- 
partment of Agriculture ? 

Senator Humrurey. I am not sure that I would recommend that 
here. 

Here is what I am looking at. There are a lot of tears around this 
country about automobile accidents, and whenever they can’t find a 
reason, they say he is drunk or he went to sleep. Those are two easy 
causes. Maybe he had a heart attack. That is becoming more com- 
mon now. But I have been around a little bit and everybody that is 
on the road doesn’t go to sleep or get drunk or have a heart attack. 
Occasionally something may go wrong with the machine. 

I am of the opinion that there ought to be—if you really want to 
stop these accidents—I am a crank on this, so now you have got me 
started, because I hear all these people talking about how many peo- 
ple are killed on the highways, and they don’t want to pay for roads, 
and the one way that you can stop accidents is to engineer highways. 

I hear a lot of other people talk about these accidents. They don’t 
want to have compulsory checkups on brakes, and so forth. 

_ You know, if you have a man out here on the street with a gun shoot- 
ing down the streets, you lock him up, but you let a man on the high- 
way with a car that hasn’t been inspected and let him go lickety split. 
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Mr. MacGowan. I would like to tell you this: Every company has 
its own way of trying to make sure its product is safe, and I would like 
to mention something that we did—I did. 

IT made an investigation for our company of the percentage of our 
tires which had failed through either blowout or puncture, as re- 
ported to us through—after all, I have no doubt when you blew your 
tire out, you went “back to the place where you bought it. 

Senator Humrurey. I got new tires very quick. 

Mr. MacGowan. Yes. Those, you see, are reported. 

Senator Humpurey. But I don’t want my wife to have to make the 
trip after she buried me. That isthe thing that I was concerned about. 

Mr. MacGowan. Our study showed in our case an infinitesimal 
proportion of the tires blew out. I wish my recollection was good 
enough to tell you what it was, but it is 0.000—it is very, very low. 

Senator Humpnrey. I think that is true. 

Mr. MacGowan. But that doesn’t help the widow, as you point out. 

Senator Humpnrey. Or the victim of an accident. 

Mr. MacGowan. I know exactly what you mean. 

Now, we made another study there which was intended to show— 
we studied all the literature of the Automotive Safety Foundation, 
the Cornell institution which is testing the safety of highway travel, 
all these sources, State police reports and everything else that we 
could get hold of. We are trying all the time here to see whether 
that particular type of tire failure was important in contributing, 
Senator, to accidents, fatal accidents. In a very small number of 
cases it was a factor. In fact, failure of any kind of the vehicle or 
its various parts was an extremely minute cause. The principal 
causes, of course, are driver failure, and as you said a moment ago, 
with great justification, the fact that many of our highways, in spite 
of our Interstate and Defense Highway Sy stem and all the rest of it, 
are still not engineered for the kind of speeds that some of the younger 
drivers particularly, insist on driving. 

Now, that doesn’t mean, however, that we have stopped there. Our 
tires have been raced at Indianapolis and many, many other races for 
many years and the lessons that we have learned there—after all, if 
you can drive a tire at an average speed of 140 miles an hour for 500 
miles, as is done there, you learn something, and the lessons there we 
try to carry over into the construction of our tires that you and I 
drive, and we think we have. We have learned how to make tires run 
cooler. We have learned how to prevent the building up of heat in 
tires and how to dissipate heat in tires, and I want to add this. The 
tire is a problem for grade labeling in my opinion. If you go beyond 
the cord content and matters of that type— 

Senator Humpnrey. Over the percentage of natural and synthetic 
rubber. 

Mr. MacGowan. There is no reason why in my opinion it can’t be 
in there. This is a perfectly easy thing to do but, you see, safety is 
so greatly a matter of construction of the tire. 

Senator Humpnrey. I understand that. Don’t misunderstand me. 
I don’t want my remarks to be interpreted as an indication that I 
believe the industry hasn’t tried to be very careful about the safety 
factor. I know your business is tied up a great deal with the reputa- 
tion of your product. I am sure you have done great work with it. 
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I was just concerned with millions of people on the highways, my 
friends. 

Mr. MacGowan. And so are we. 

Senator Humpurey. And the fact that most people when they buy 
a tire buy it on the basis of advertising or just the convenience in the 
community, or price. It seems to me there ought to be another factor 
and that is why I brought up labeling. 

I don’t want to press you any more. Mr. Foley wants to ask a 
question and then we are going to have to recess. 

Mr. Fotrny. There was some discussion after the meeting yester- 
day that this problem of labeling had nothing to do with the prob- 
lem under discussion, but the point that the tire dealers have brought 
up is the fact that the intensity of competition is found in the low 
price tire primarily with the mail-order houses and, of a the 
third line tires that the tire companies themselves produce. I don’t 
know whether you agree with that, but isn’t the intensity of competi- 
tion primarily felt in the second and third line tire? 

Mr. MacGowan. I don’t think so. 

Mr. Fortry. At least advertising indicates that because that is what 
your advertising shows. It is primarily the $12.95, $13.95, and 
$14.95 tire. 

Mr. MacGowan. I think you are speaking of the ads that appear 
in largely newspapers and local spot radio. 

Mr. Fotry. That is right. 

Mr. MacGowan. That is retail advertising. Our national adver- 
tising, which accounts for a larger amount of money by far than the 
retail elements, is not, as you say, price advertising. There we de- 
vote a great deal of attention to our first line and our premium tires. 

Mr. Fortry. The advertising to get him into the store is a $12.95 
tire. It is actually the third line tire. 

Mr. MacGowan. Well, Mr. Foley, you have only to read the ads 
of any department store in the country to discover that price adver- 
tising, which is what. you are talking about, is an integral part of the 
established merchandising practices of the retail industry. Now, we 
do, however, in our advertising show all our lines of tires at one time 
or another. 

Senator Humpnrey. Go ahead with your point now. 

Mr. Forry. I just want to point out, these are third line tires, the 
$12.95 and $13.95. That is a third line tire, I believe, is it not? 

Mr. MacGowan. It depends on the size. 

Mr. Forry. All right. Let me just say this. In the Modern Tire 
Dealer, which is a magazine just starting under that name in June 
of this year, a survey was made of the independent tire dealers in the 
country and it is the consensus, the heavy consensus of the tire deal- 
ers that the third line tire should not be manufactured by the tire 
companies primarily because of the safety factor, and that is con- 
nected to this hearing because of the intensity of competition as rep- 
resented by the retail advertising of the third line tire. The mail 
order houses simply would find more competition if they had to deal 
with first and seccnd line tires. 

Mr. MacGowan. I would like to answer that. I would like to 
say this to you. We are concerned here not only—I am concerned 
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and I know Senator Humphrey is because I have heard his—I am 
familiar with his ideas from many things he has stated in the past. 
We are concerned here with a lot of things, and I am, and one of them 
is the consumer. Now, I would hate to see a situation in which Fire- 
stone was manufacturing frankly only first line tires and second line 
tires because a lot of people don’t have that kind of money. We have 
got citizens of all levels of income and of prosperity of this world’s 
goods, and we know through the studies that we in the marketing and 
planning end of our industry make and every economist knows that 
the great bulk of the people—well, who has enough money? Now, if 
you can save money on a tire and it is a good tire, I think that is a 
good thing for the dealers as well as —— 

Senator Humpurer. The point is I would agree with you about 
quality of the merchandise. A manufacturer ought to be able to 
manufacture merchandise that is usable and marketable, but he also 
ought to have differentiation in terms of facts and not in terms of 
guff. Everybody knows what merchandise is that has been in business 
and you know there are premium goods and run-of-the-mill goods 
and there are lesser goods. There are seconds. You can buy good 
shirts that are seconds. I mean they have got a flaw in them some 
place but they are labeled that way. In other words, if you go to 
Manhattan or Arrow or any of the shirt companies and you get a 
shirt that has a flaw in it, it is labeled and it is a second, and that 
is what everybody knows. 

Now, you can buy, for example, all kinds of vitamins. We had a 
hearing here before this sume subcommittee.** A man brought in cer- 
tain kinds of vitamins and we know what is in them. So many units 
of vitamin A, and the different B complexes and C, and so forth. It 
is labeled and you know what you are getting. It doesn’t just say 
on the label that this is a superduper vitamin, you know, and a super- 
super-deluxe vitamin. It says on the label so many units of vitamin 
A, so many units of vitamin B, and C, and when you buy it, you know 
what you are buying. Regardless of the price you pay, you are 
getting a vitamin. 

What I think you need in the tire industry, what Mr. Foley is 
talking about, I would disagree with the concept that maybe you 
should not have a third run tire. 

Mr. MacGowan. That is what I disagree with. 

Senator Humpurry. But when he gets it, he ought to know what 
he is getting on the basis of quality, not just a picture on a calendar. 
The calendar might have a picture of a girl on it, and maybe he gets 
mixed up and thinks he is getting the girl instead of the tire. 

I think we ought to have standards. Standards ought to be there 
and we ought to know what we are buying. 

He ought to know whether he is getting a good cord, a good struc- 
ture. There ought to be some indication of the strength of that struc- 
ture, the heat resistance quality. There ought to be some indication 
of the amount of synthetic, the amount of natural rubber, or whether 
or not there is reused rubber. 

I am not an expert in this, but I am saying that some kind of 
labeling—I don’t think you can necessarily interpret from that label- 


® “The Role of Private Antitrust Enforcement in Protection of Small Business, 1958,” 
hearings, Mar. 3 and 4, 1958. 
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ing that this is necessarily a superior tire, but the fellow ought to at 
least be given a chance, and if he wants to take time out—it is like 
the Securities and Exchange Commission. They don’t tell you not to 
buy the stock; they just warn you if you are going to be a sucker. 

Mr. MacGowan. That is a very interesting idea. I am personally 
glad to have heard you express it. 

I want to say this to Mr. Foley, that the third line tire in our studies 
has had an exceptional safety record or we wouldn’t make it. 

Mr. Fotry. I was just referring to the thinking in terms of the tire 
dealers who felt, apparently, in this survey that they weren’t safe, and 
you should read that survey. It has just been published. 

Mr. MacGowan. I have heard the same thing said with reference 
to retreads, and I believe in the State of New York there was recently 
a proposal for legislation that would deal with the subject of re- 


treads, and the retreaders appeared in opposition to that law, if you 
remember. 


Mr. Forry. Just one last question. 

Mr. MacGowan. I am not saying that this—this is the first time 
that this particular idea in as interesting and completely developed 
form has been expressed to me. I am very glad to have it. 

Senator Humrurey. Off the record. 

(Discussion off the record. ) 

Senator Humrurey. Back on the record, now. 

Mr. Fotry. Do I have time for just one more, Senator ? 

Senator Humrnrey. Surely. 

Mr. Forry. You were mentioning, Mr. MacGowan, that you spent 
$125,000 to get new dealers. I believe you mentioned that. 

Mr. MacGowan. I did. 

Mr. Fotry. I was just wondering, you also mentioned you had 
difficulty getting new dealers, and Senator Humphrey brought out 
that still the rubber tire industry looks pretty good by the Value 
Line Survey and other reports. 

Mr. MacGowan. I may say to you, one of the measures of market 
penetration a company like our employs is sales per car. There are 
a great many markets all over the country, as we went into that, and 
we vary tremendously in our sales per car, and that is all you have in 
most of these markets as a means of knowing whether you are doing 
well there or not doing well. 

And the variation is all the way from being a very, very low to a 
very high. And we advertise—we do our very best. This district staff 
that we have works very hard at the getting of dealers, and we are 
also competing with a lot of other companies. 

Mr. Foxy. The point I am getting at is most of the dealers that 
have been asked this question, that have appeared at the hearing, have 
never been approached. The well-established, respected, experienced 
dealer has never been approached to take over a new store or expand. 
At least that was the testimony here. 

Now do you make an attempt to get dealers that are distributing 
tires for other companies ? 

Mr. MacGowan. We surely do. 

Mr. Forry. For others of the Big Four or Five ? 

Mr. MacGowan. Oh yes. We don’t care what he—we make great 
efforts to interest any businessman who will show any interest in en- 
tering our tire business, in becoming a Firestone dealer. 
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Mr. Fotry. Do you have any reports? 

Mr. MacGowan. I have stated to you in what I have said that we 
have not been unsuccessful in that the number of dealers has grown. 

Mr. Fotxy. Do you have any record of dealers in the last ‘4 or 5 

ears that have started selling tires for Fireston that formerly were 
independent tire dealers ? 

Mr. MacGowan. Yes. Former independent tire dealers and who 
still are. 

Mr. Fotxry. For the other Big Four or Big Five? 

Mr. MacGowan. Absolutely. I want to say this to you. Almost 
all of the percentage of new distribution that Firestone has is over- 
whelmingly dealer distribution and a proportion of them have been 
dealers of other companies who have ian attracted to our business 
because of our program and the advantages which we offer to dealers 
who come with us. Every company has its advantages. I haven't 
gone into ours. That wasn’t the purpose of this thing, but we have 
ours. 

Mr. Fotry. I will just conclude this line of questioning, Mr. Mac- 
Gowan, with a report from the Combines Investigation Commission 
of the Department of Justice, Ottawa, Canada, May 21, 1952, and in 
part of that there was testimony as follows. Now I don’t know that 
this is going on in the United States, although the rest of the report 
indicates that the organization of the tire industry i in Canada is simi- 
lar to that in the United States and, as a matter of fact, the tire com- 
panies are rated in Canada as far as their percentage of sales in the 
same order as they are in - country, which is quite interesting. 

Now I just quote here. I don’t know that this is going on, but I 
think it is something that the Federal Trade Commission should be 
interested in because it is not a part of their present action and it 
relates to our problem. 

Page 350: 

The following complaint was made in a letter dated November 1, 1940, from 
V. P. Reid of General, whom the evidence shows as having been more often 
complained about than complaining with respect to the violations of industry 
agreements. The letter was directed to J. A. Livingston, then sales manager of 
Firestone : 

“Since the inception of our business in Canada your company has always 
been loud in your assertions that the rules and regulations of the association 
should be abided by to the letter. 

“It has been my understanding, and I believe I am correct in saying, there 
are minutes in the rubber association books stating that no company should 
take away from another company a distributor by offering him a warehouse 
proposition.” 

A similar matter was dealt with at a sales managers’ meeting of 
May 10, 1945. I shall not read that but it is included in the record.” 

My question is, Is there any agreement among the rubber companies 
not to take over a distributor of another comp: any ? 

Mr. MacGowan. No. 

Mr. Fotry. That ismy point. 

Mr. MacGowan. Absolutely none. 

Mr. Forry. It might have been in Canada but it isn’t in this country. 

Mr. MacGowan. I know nothing about that, sir. That was 19 


20 “Rubber Products—Report of Commissioner,” Combines Investigation Act, Depart- 
ment of Justice, Ottawa, Canada, 1952, p. 350 (retained in committee files). 
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years ago. That was just about the time I came with Firestone, al- 
though the report was 7 years ago. I never heard anything about it. 
I wouldn’t know about it anyway. I am not the person to discuss 
that with but I can tell you that there is absolutely nothing like that 
down here. 

Senator Humrpnrey. You heard the testimony yesterday of a wit- 


ness to the effect that a Firestone dealer had taken on, I believe, the 
Armstrong line. 

Mr. MacGowan. [heard it. 

Senator Humenrey. I believe the gentleman was from Milwaukee, 
Mr. Kuhn.” 

Mr. MacGowan. I wasn’t here but I heard. 

Senator Humpurey. Prior to taking on the Armstrong line he had 
had very generous advertising allowances and other benefits and sub- 
sequently ‘with the Armst rong line being added, he was informed there 
would be no more advertising allowance. Did: you hear that? 

Mr. MacGowan. I was here the previous day at the end of the day 
and I heard him testifying then. 1 wasn’t here yesterday. 

Senator Humpurey. Well, he gave quite a description of some of 
the difficulties that he had encountered on the basis of his allegation 
that having taken on a second line, the Firestone Co. through the dis- 
trict manager, I believe it was, district sales manager, had removed 
from him certain benefits and. privileges to which he had been ac- 
customed or had been receiving on a routine basis prior to his change 
of merchandise. 

I believe that is a matter to which you might want to give some 
thought. I don’t want to press you on it now because you didn’t hear 
the witness. I would like to have you look at it and maybe give 
us a note on it.?? 

Mr. MacGowan. Well, we will make a complete investigation. 

Senator Humpnrey. There is another question here. 

Mr. Sxusrrz. Senator Humphrey, several of the witnesses yester- 
day testified they have gone out into their communities and developed 
a certain line or “business by contacting trucking firms, telephone com- 
panies, and what not. After developing this business then the manu- 
facturers were coming in and offering those firms, through direct sell- 
ing, cheaper prices. I wondered if this witness could comment on 
that or has commented on that. 

Senator Humpnurey. I don’t believe there was any comment but I 
am sure Mr. MacGowan would like to. 

Mr. MacGowan. Did any of those concern our business ? 

Mr. Sxusrrz. I don’t know the companies. They mentioned the fact 
that they had developed this line of business. 

Mr. MacGowan. Senator, we don’t dothat, Our store managers are 
the people to whom the employees of our stores report, to w hom they 
report and for whom they work. Our company’s policy, of course, is 
that the dealer is on the same team with us. He buys his tires from 
us. We are not going to take his customers away from him in that 
particular way. 

Now I can simply say—I don’t know anything about these cases. 
If we were referred to in any of them, we are going to look them up 





11For Mr. Kuhn’s statement see pp. 122, 155. 
2 To be supplied. 
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and produce a report that will be complete and thorough. I don’t 
know anything about any such situations and I am surprised to learn 
of that. But we will cover it. 

Senator Humrpurey. I am going to ask the staff to examine the 
testimony. If there is any reference to these particular companies of 
cases such as this, I believe those references ought to be made to the 
company Officials. I think you ought to respond one way or another 
in order to have a record that is relatively complete here. 

Mr. MacGowan. We will respond promptly. 

Senator Humpurey. I think it is about time that we recess. This 
afternoon we will reconvene at 2:15 and I will try to be here part of 
the time. Senator Bartlett of Alaska will be presiding most of the 
time. 

Mr. MacGowan. Thank you, Senator. 

(The following was supplied later :) 


SUPPLEMENTARY STATEMENT OF THE FIRESTONE TIRE & RUBBER Co. ON DUAL 
DISTRIBUTION IN THE TIRE INDUSTRY FILED WITH THE SUBCOMMITTEE ON RE- 
TAILING, DISTRIBUTION, AND Farr TRADE PRACTICES OF THE SENATE SMALL 
BusIness COMMITTEE (JULY 20, 1959.) 


It was not possible in the time available when Firestone’s witness, Mr. T. G. 
MacGowan, director of advance planning, testified on Friday, June 19, to discuss 
all of the matters which had been brought up in testimony by dealers in the 2 
preceding days, or various other subjects having a bearing on the subject of dual 
distribution in the rubber tire industry. 


SERVICES BY FIRESTONE TO ITS DEALERS 


The Firestone witness stated that the tire industry does more as an industry 
for its dealers than any other industry, and said that he did not know of a 
single industry in which the companies involved offered more services to dealers 
at little cost or no cost. It was not possible to elaborate on these statements in 
the available time. 

Not only Firestone but, from our observation, the tire manufacturers gen- 
erally have been pioneers in the trend toward broad services by American manu- 
facturers and wholesalers to their independent dealers. 

This trend has undoubtedly been one of the principal developments occurring 
in distribution in the present century—the other developments, of course, in- 
cluded the rise of the mail order business; the development of the chainstore 
business in many fields including the department store, food, drug, automotive 
supply and many other fields; the emergence and growth of the voluntary chain; 
automation and self-service in retailing through large supermarkets; decen- 
tralization of retailing into shopping centers and other suburban areas; and the 
development in many mercantile lines of so-called dual distribution practices. 

As wide diffusion of retail competition developed in the tire business con- 
currently with the development of the tire into an item of consumer convenience 
goods, the major tire manufacturers, led by Firestone, developed very broad 
lines of consumer merchandise for the home, the automobile, and recreation 
purposes which could be sold by tire dealers to provide them with needed 
volume and stability. These broad lines of so-called home and auto supply 
merchandise saved the business lives of thousands of retailers during World 
War II when tires were in very short supply and the sale of gasoline was 
restricted, and made a very substantial contribution to the fine record of tire 
dealers with respect to business health and survival during that time. 

While no other manufacturer has gone as far as Firestone has in making 
available to its dealers merchandise for the car, for the home, and for recreation- 
al purposes, other tire manufacturers have also made material contributions 
to the profitability and stability of their dealers in this way over the years. 

The experience of the Firestone dealer organization has shown that our com- 
plete business franchise for full-line dealers puts them into the same broad lines 
of business as those of the Firestone company-owned stores and greatly enhances 
their business success. 
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The experience of thousands of our smaller independent dealers, whose em- 
phasis is upon petroleum products with our so-called TBA (tires, batteries, and 
accessories) lines, shows that dealers of this type are much more successful 
with a completely developed TBA line from Firestone than they are without it. 

During the Second World War the Committee for Economic Development 
pointed out, in its studies of the needs of small businessmen, the importance to 
them of broad programs of helps and aids to sound business operation, and urged 
that such programs be adopted by their supplier manufacturers. Since the war, 
many trade associations in the wholesale field have urged their members to offer 
such programs and a large number of manufacturers and wholesalers have ac- 
tually placed such programs in effect for the benefit of their independent dealers. 

However, most manufacturers furnish to their independent dealers lines of 
merchandise which are not sufficiently broad to serve as the dealer’s entire 
stock. Therefore, dealer aid programs of such manufacturers are usually rather 
narrow and specialized. The dealer aid programs of wholesalers have tended 
to be rather broad since wholesalers sometimes offer sufficiently complete lines of 
merchandise to stock the entire store. 

In the fields of hardware, grocery, and drug wholesaling, some very complete 
programs for the assistance of retailers have been developed and the same thing 
is true of automobile manufacturers, appliance companies, manufacturers of 
farm equipment, building materials manufacturers and, to an outstanding de- 
gree, marketing oil companies. 

Nevertheless, it is believed that the tire business was not only the pioneer in 
this matter of business aids to dealers, but that its programs for the dealer are 
the broadest and most complete offered anywhere. 

It should be pointed out that, although this company has been forced to open 
stores when it could not obtain or retain a suitable dealer in an important market, 
the elaborate dealer-aid programs of this company bear witness to our interest in 
and dependence upon our independent tire dealers, who are our primary means 
of distribution. 

Firestone’s broad program of aid to dealers embraces the following features: 

1. We assist the dealer to obtain a suitable location for the type of dealer- 
ship which he contemplates. 

2. We give the dealer highly expert help in appraising the opportunities 
in his own or nearby communities and trading areas for various types of 
Firestone dealerships. 

8. We provide him with the services of expert store planners who give 
him without any charge whatsoever suggested store layouts, custom-made 
for his place of business, whether he is a new or an already established 
dealer who wishes to remodel. 

4. Our merchandising experts give the dealer advice regarding the mer- 
chandise departments which he should carry from among the 19 included in 
the “Firestone Complete Business Franchise,” and, within the selected de- 
partments, he is given advice as to individual lines and items which he 
should stock. 

5. We offer to the dealer at low cost store fixtures and service equipment 
which will fit into his layout, these fixtures and equipment being exactly 
the same as used in our company-owned stores and offered to him at the 
same prices. 

6. We sell to the dealer at low cost a very practical and simple accounting 
system designed by us. 

7. We make available to him, also at low cost, a very practical and easily 
operated method of stock control and ordering which will aid him to avoid 
the loss of sales through out-of-stock or understocked conditions and the loss 
of profits through overstocked conditions. 

8. We supply the dealer with newspaper advertising copy and illustra- 
tions, and with TV and radio scripts or continuities for spot broadcasting 
purposes, and we pay a substantial portion of the cost of the local ad- 
vertising run by him. If there are other stores or dealers in his market, 
and if he wishes to advertise jointly with them, we include his business in 
such advertising at very low cost. 

9. We give to the dealer at very low expense a complete monthly mer- 
chandising program, which varies depending upon whether he is a com- 
plete-line dealer or an automotive-type dealer. These programs include 
direct-mail ideas which are tied in with the merchandising plan, interior 
and window display plans and designs, and a great deal of promotional and 
point-of-sale display material. 
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10. Tied in with the merchandising programs we give the dealer at a very 
nominal charge monthly packages of display material. This material comes 
in kits of various sizes suited to the needs of the various sizes and types 
of independent Firestone dealers. 

11. We make available to our dealers, either free or at low cost, a com- 
plete system of store signs, valances, and other exterior identification fea- 
turing our name, the dealer’s name and his type of business. 

12. We train the sales and other personnel of the dealer without 
charge. 

13. We make available to the dealer, if his business needs and situation 
justify and warrant it, a supervised dealer budget program exactly similar 
to that in use in the Firestone stores. 

14. Through a wholly owned Firestone subsidiary, the Finance Corp. of 
America, we make available to the dealer financing services under which we 
will finance his customer budget paper or his big ticket merchandise, the 
latter on a floor-plan basis. Thus, unrelated capital for such purposes is 
available to qualified dealers in every community regardless of the avail- 
ability of local financing through banks or otherwise. 

15. We provide to dealers extended credit arrangements known in the 
tire industry as dating terms and book credit. Under the former, goods are 
ordered and delivered to the dealer’s inventory in the slow selling season in 
anticipation of the peak selling season, but paid for during the latter. Under 
the latter arrangement, the dealer is enabled to finance his inventory over 
extended periods at advantageous cost. 

16. We also make capital loans to dealers when circumstances warrant 
this action, we discount at low cost farmers’ notes on the equipment pur- 
chased by them and in many cases we furnish dealers with tire stocks on 
a consignment basis, to be paid for when sold. 

17. We pay all the expenses of semiannual meetings of seven regional 
Firestone democratically chosen dealer councils and a comparable national 
dealer council. These councils discuss dealer problems and wishes within 
themselves, and give Firestone many valuable requests and suggestions, a 
very large proportion of which are promptly acted upon in a positive manner. 

18. We give to the dealer free and at absolutely no cost to him, the expert 
services of our district office personnel to counsel with him on any of his 
problems of business management, including study and analysis of the oper- 
ating results of his business. Since our district office personnel have broad 
successful experience in operation of the Firestone stores, in providing this 
counsel we are in a position to draw upon such experience. 

We feel it is obvious that this company would not incur the expense of the 
very complete programs of dealer business assistance, counsel, and aid outlined 
above if it were not thoroughly committed to the independent dealer as a primary 
source of distribution and very sincerely interested in promoting the business 
success of its nearly 50,000 independent dealers. 


SALE OF FIRESTONE STORES TO FIRESTONE DEALERS 


Firestone is very sincere in its professed willingness to sell any Firestone store 
to any properly financed, experienced, and qualified individual, partnership, or 
corporation desiring to operate the business as an independent dealership. In 
the last fiscal year, five Firestone stores were converted through purchase into 
independent dealer operations. 

The company favors the independent dealer channel of distribution wherever 
this is feasible because of its overall commitment to dealer distribution as the 
company’s preferred channel. This is attested to by the decrease in the actual 
number of Firestone retail stores in the last 2 years. Also, although not directly 
pertinent to this point, Firestone continually makes strenuous efforts to find 
dealers to purchase existing dealer businesses whose owners wish to sell out 
because of health, retirement, etc. These efforts have been extremely success- 
ful over the years probably because the money that would be involved in the 
purchase of an existing dealership is usually lower than that involved in the 
purchase of a Firestone store. 


DO THE STORES UNDERSELL THE DEALERS? 


The policy of the Firestone management is to market tires to our independent 
dealers and our company-owned stores at exactly the same prices, size for size 
and volume for volume. 
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One strong indication of the fact that, pursuant to that policy, the dealers are 
overall treated equally and fairly is found in the results of a number of studies 
of the actual prices at which the independent dealers and the company-owned 
stores are able to and do sell tires to consumers. 

An independent shopping survey in 1947 showed that the net buying prices 
on passenger tires sold to consumers obtained from stores and dealers, were 
at the same level. Neither group of Firestone outlets was underselling the other. 
Earlier studies have consistently shown that company-owned stores have had 
a tendency to sell tires at higher prices than dealers. 

Between May 13 and 17, 1959, 300 shopping reports were obtained by trained 
interviewers of the Market Planning Corp., independent market research organ- 
ization of New York City, in 100 cities throughout the country in which Firestone 
has at least one direct dealer and at least one company-owned store. A total 
of 150 dealers and 150 stores were “shopped.” 

The interviewers ascertained the lowest price quotations for a specified Fire- 
stone tire. They acted in the role of shoppers, and went through the customary 
procedure of stating their need, asking questions and negotiating for a favorable 
price quotation. Almost all the shopping checks were made by men; they used 
1956-or-earlier models with at least one tire in need of replacement. 

Each dealer and store were treated as a pair covered by the same shopper in 
search of the same size of tire. For each store in the sample, the Firestone dealer 
selected for pairing was the nearest direct dealer. The survey organization se- 
lected the 100 cities. 

The report of the Market Planning Corp., signed by Edward H. Sonnecken, 
president, has this to say: 

“1. Firestone independent dealers quote lower prices than their competing 
company-owned stores in two out of every three cases (64 percent). In one- 
fourth of the cases (23 percent) the company store price is lower. Paired dealer 
and store prices are identical in the few remaining cases (13 percent). 

“2. The average net price quoted by Firestone independent dealers is 6 percent 
($1.80) lower than the average net price quoted by Firestone company-owned 
stores. 

“In light of the broad-scale representation of markets covered, the random 
method by which outlets were selected for study, and the clear-cut nature of the 
findings, it is concluded that where competitive situations exist between Fire- 
stone company-owned stores and Firestone independent dealers, the majority of 
independent dealers are quoting lower prices to shoppers than their competing 
Firestone stores, with the average dealer price being $1.80 (6 percent) lower on 
the tire priced.” 

FIRESTONE’S ATTITUDE TOWARD STORE PROFITS 


Several allegations were made by dealers who testified to the effect that (1) 
the tire company-owned stores were not under strong pressure to earn profits; 
(2) the tire manufacturers were volume conscious but not profit conscious with 
respect to these stores; (3) various individual stores were chronically uprofit- 
able; (4) the sales tactics of the stores, whereby they engaged in exceedingly 
vigorous price competition, were responsible for their losing money ; and, finally, 
(5) the tolerating or encouraging of this situation by the tire manufacturers or 
their responsible employees in the field constituted, in effect, subsidies of the 
stores to the obvious detriment of independent dealers who had no such subsidy. 

The Firestone stores are and have always been under exceedingly strong pres- 
sure to earn profits. The tire companies are, of course, volume conscious, as 
would be expected in an industry as vigorously competitive as this, but a great 
deal of effort is devoted to trying to make each individual store profitable in its 
own right. Following are some of the measures which are taken to bring about 
this result : 

1. The bonus of the store manager is based entirely upon his earning of 
operating profit, of which he receives 10 percent each year. 

2. The other employees of the store also are eligible to receive bonus pay- 
ments, likewise based on profit. 

3. Firestone has a very active gross profit maintenance program for its 
stores, and this program includes vigorous scrunity of prices to make sure 
that goods are not sold at levels which will result in shrinkage of gross 
profit below objective levels. 

The gross profit maintenance program also includes measures to control 
obsolence of merchandise through better ordering and inventory control 
processes, measures to control pilferage, ete. 
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4. Each Firestone store supervisor has under his direction an average of 
from 10 to 12 stores which he visits constantly and his progress on earnings 
is based upon a combination of satisfactory performance in achieving good 
sales, satisfactory gross profits, carefully controlled expenses, and optimum 
operating and net profits. 

5. Firestone maintains a staff of field auditors whose duties include audit- 
ing the Firestone stores at regylar intervals, and such audits include 
scrutiny of sales tickets to make sure that properly profitable price levels 
are being maintained. Failures to maintain profitable price levels are 
reported to the district and division managements and to Akron and result 
in corrective action. 

6. Each store works against an operating budget which provides for 
steady improvement in all operating ratios, including profit ratios. The 
budget is set by agreement with the store manager and failure to live within 
this budget and to earn the profits which have been estimated to be obtain- 
able results is cutting back on advertising expenditures and reducing the 
number of employees, as well as in drastic actions to cut other items of 
controllable expense. 

Each sales ticket written in a Firestone store provides for cost-of-sales 
breakdown and from these tickets Firestone computes for each department 
of each store the gross profit at regular intervals. In the case of tires, it is 
felt that the gross profit must not fall below approximately 28 percent and 
tires account for about 50 percent of the business of the average store. 

A very high percentage of all Firestone stores are profitable, and the profit- 
ability the Firestone store system as a whole is better in terms of the percentage 
of return on both investment and sales than is true in most retail lines. 

If a Firestone store loses money over a period of several months, and efforts 
by the district staff to correct this situation are unsuccessful, the operation is 
subjected to intensive study to see why it has been losing money and what can 
be done about the situation. 

Between February and August 1958, Firestone’s marketing research depart- 
ment conducted on-the-ground investigations in the cases of some 13 losing stores 
to determine the reasons for their unprofitability. This was part of a program 
of analyzing the problems of all stores where there were situations of unsolved 
unprofitability. 

It is interesting to note that price cutting was not felt to be a factor in the 
losing situation of any of the stores studied. The causes of chronic losing situa- 
tions were found to include poor merchandising techniques, improperly used 
controls, improper maintenance of facilities, improper credit practices, and in- 
sufficient planned development of the individual store manager. 

As a result of these studies Firestone is setting up within its marketing re 
search department, in the near future, a stores analysis section which would 
carry on studies of store operating procedures and their effect on store profit- 
ability; studies of present and former customer attitudes; studies of customer 
loyalty and how it can be improved; and, finally, a continuing study of stores 
whose profitability is unsatisfactory. 

Firestone already has a stores division, a staff department which works at all 
times to increase store profitability. In the last 10 years, Firestone has closed 
a total of 82 stores and of this number 47 percent were closed because of showing 
a consistently poor profit picture. Of the remainder about one-third were closed 
because they were poorly located. 

Firestone’s intense preoccupation with efforts to make its stores profitable, its 
determined efforts to cure cases of store unprofitability, the fact that few of its 
stores are unprofitable, and the fact that when stores continue to be unprofitable, 
they are closed, all attest to the fact that the stores are expected to earn profits 
and are not subsidized. 

Since the stores purchase on exactly the same buying arrangements as dealers 
of comparable size, there remains no indication that they are selling at prices 
which are injurious to the interests of competing dealers. 

Firestone stores are not subsidized: are not unprofitable: are not as important 
to Firestone as are the Firestone dealers: and are operated in such a wavy as to 
help, not harm, the Firestone dealer organization. Their positive contributions 
to the welfare of the dealer organization include providing Firestone with a 
broad base of successful retail experience from which to guide dealers, providing 
a proving ground for procedures and methods, and serving as supply points for 
many Firestone associate dealers. 
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(Whereupon, at 12:45 p.m., the subcommittee recessed, to reconvene 
at 2:15 p.m. of the same day.) 


AFTERNOON SESSION 


Senator Barrterr (presiding). The committee will come to order. 
Our first witness this afternoon will be a representative of the Good- 
year Co. 

Will you please give your name? 


STATEMENT OF JOHN A. LEWIN, GOODYEAR TIRE & RUBBER C0., 
AKRON, OHIO; ACCOMPANIED BY MATHIAS F. CORREA, COUNSEL 


Mr. Lewin. Yes,sir. My name is John A. Lewin. 

Senator Bartierr. And your position with the company ? 

Mr. Lewin. I am in charge of dealer relations for the Goodyear 
Tire & Rubber Co., and participate in all activities involving sales of 
tires to dealers. 

Senator Barrierr. I shall say to you, sir, as I understand Senator 
Humphrey has said to other witnesses, if you have any confidential 
material that you desire to submit to the committee, it will be accepted 
on a confidential basis which will be maintained, and the material will 
not be printed. 

If you would care to proceed, sir. 

Mr. Lewrn. Yes, sir. 

I have been in the tire business since 1928 and associated with Good- 
year for 25 years. 

Not only because of the generality of the stated subject of this hear- 
ing, but also because of the shortness of time since receipt in Akron of 
the chairman’s letter of June 11 ** in which he specifically desired our 
company to make an appearance before you, my statement is neces- 
sarily generalized. It does present, however, the policy objectives of 
our company as they relate to the distribution of tires. We hope it will 
be helpful and responsive to your request. 

We welcome the opportunity your committee has afforded us to 
review the intimate associations we have enjoyed with Goodyear 
dealers over many years. The strength of America lies in our ability 
to combine the unique skills and abilities of both large and small busi- 
ness organization in such a manner that they reinforce each other to 
best serve the American consumer. 

Last year, the Goodyear Tire & Rubber Co, celebrated its 60th anni- 
versary. In 1898, our principal products were bicycle and carriage 
tires. The automobile was in its infancy and the airplane was still a 
dream. We have concentrated our efforts on developing new uses for 
rubber and rubber products. This has been largely the result of re- 
search and development. As a result, we have grown from 10 em- 
ployees in 1898 to a worldwide organization of more than 100,000 em- 
ployees today. 

While our activities have been largely linked to those of the auto- 
motive industry as one might expect, we have pioneered new products 
in many other fields. From the basic business of tires, Goodyear has 





#3 See exhibit 13—A, p. 260. 
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branched into aviation, industrial products, chemical products, and 
plastics, as well as a wide list of defense items which we produce for 
the Government, A subsidiary, Goodyear Aircraft Corp., not only 
builds blimps, airships and military planes, but has also made im- 
portant advances in the development of radar, missile guidance sys- 
tems and computers. In fact, because of our demonstrated ability in 
engineering and production know-how, we were awarded the con- 
tract to operate a huge Government-owned plant in southern Ohio for 
the Atomic Energy Commission. 

We cite these facts to show that we have a very great concern with 
the research, development, and manufacture of products as well as 
in insuring adequate retail distribution of Goodyear products to ulti- 
mate consumers everywhere. The benefits of mass production are 
only possible when coupled with mass distribution. 

Presently, the Goodyear family includes not only 100,000 employees, 
but 45,000 shareholders, who are the actual owners of our business, as 
well as more than 55,000 retail outlets selling our tires, of which some 
10,500 are currently direct franchised dealers. 

Automobile tires, like automobiles themselves, present a peculiar 
servicing problem. Drivers expect service in any town where diffi- 
culties may arise. To protect our brand name and to insure continued 
customer satisfaction, it is necessary for us to be able to provide ade- 
quate customer service everywhere. 

It is our understanding that the committee is interested in the dis- 
tribution of tires for repl: wcement purposes and particularly in the 
role of the independent tire dealer in that distribution. Both of these 
subjects are of vital concern to Goodyeat 

Goodyear depends for the successful distribution of its tires in the 
replacement market upon the strength and vitality of its independent 
tire dealer organization. 

It has been our sincere belief that independent tire dealers who 
have invested their own time and capital resources in local community 
facilities can provide our customers with the best possible service 
in most cases. Our growth and prosperity is intimately associated 
with that of our dealers. 

Over the years, we have spent vast sums of money, to say nothing 
of time and effort, to assist our retail dealers in improving their 
overall financial ability as well as their operating efficiency. 

One of the most heartening facts to Goodyear about its independent 
tire dealer organization is the demonstrated capacity of that group 
for growth. In 1943 we pointed out to a special Senate committee * 
studying the problems of small business that there were then about 
36,000 retail outlets selling our tires. According to our best informa- 
tion there are now over 55,000 such outlets. All of them are inde- 
pendent tire dealers selling Goodyear tires. 

The independent tire dealers selling Goodyear tires in the replace- 
ment market may be classified into two ) catgories: t 

The first are the direct franchise dealers who purchase their tires 
directly from Goodyear. 

The second, and numerically much larger group, are the so-called 
associate dealers who purchase the tires they sell from other dealers. 


on Pnectat Committee to Study Problems of American Small Business, U.S. Senate, 
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Not only is this latter group larger currently but its numbers over re- 
cent years have increased appreciably, in marked contrast to the direct 
franchise dealers, whose number has remained relatively stable (cur- 
rently about 10,500). 

Thus, in 1948 there were about 24,000 associate dealers selling Good- 
year tires. Presently, according to our best information, there are 
over 45,000 such dealers. 

It is important that the committee understand the nature of the 
retail outlets that these associate dealers represent. In past years it 
has frequently been the practice of those who have had occasion to 
make statistical surveys of the replacement tire industry to class as 
independent tire dealers only those retail outlets a principal part cf 
whose business was the selling of tires. Many, if not most, of the as- 
sociate dealers would not be classed as independent tire dealers at all, 
on this basis. 

¥rom Goodyear’s standpoint—as well as, we are sure, from that of 
the committee—the arbitrary exclusion of this valued group of retail 
outlets is inaccurate and misleading. The associated dealers are in- 
dependent small businessmen and they are in fact tire dealers, even 
though the volume of the tires sold by each of them may be relatively 
small. 

Further, as we have already noted, increasingly they are the retail 
outlets through whom tires are actually sold to the public. 

This is so because of the constantly mounting demand of the public, 
the consumers of tires, that tires be available where they want them 
and when they want them. Thus, the independent small businessman 
who owns a public garage and buys tires in order to meet the needs 
and the convenience of his garage customers is a tire dealer. He is 
no less an independent tire dealer because the volume of his purchases 
is low or because his principal business is the garage business. 

Similarly the independent operator of a service station who either 
leases or owns his station and who is engaged primarily in the busi- 
ness of selling petroleum products becomes a tire dealer when, as almost 
invariably he does, he purchases tires to sell to his customers who 
find it convenient to get their tires from him. He is certainly an inde- 
pendent small businessman and a tire dealer, and indeed, one in whom 
this committee itself has shown particluar interest on occasion in re- 
cent years. 

The various shifts and changes that have occurred over the years 
in the nature of the retail outlets through which tires are sold have all 
resulted directly from the needs, the requirements, and the demands 
of the consumer. The consumer is the one who, in the tire industry, 
as in any other such highly competitive industry, invariably calls 
the tune. 

As we have said, the associate dealer obtains the tires he sells from 
another, and generally speaking, larger tire dealer. It sometimes 
occurs in particular localities throughout the country that Goodyear 
finds itself without a direct franchise dealer willing and able to 
serve its associate dealers and other customers in that particular 
place. 

In those instances Goodyear service stores act as supplying dealers 
to the Goodyear associate dealers in their area. These stores also sell 
at retail directly to consumers. This also benefits the associate dealer 
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and indeed benefits Goodyear dealers generally, since the availability 
of the store to make such sales enables Goodyear to have a place in 
that particular market and enhances generally the high public accept- 
ance of Goodyear tires and consequent demand for them. 

The pattern of distribution of the Goodyear service store is the 
same as that of the Goodyear direct franchise dealer. Both act as 
supplying dealers selling to associate dealers who in turn resell to 
the public, and both themselves sell directly to the public. 

With respect to this phase of marketing, it should be pointed out 
that direct consumer accounts of stores and dealers may buy quan- 
tities of tires which greatly exceed the quantities purchased by some 
associate dealers. In competitive markets, it would be surprising if 
one did not find instances of dealers selling direct to some consumers 
at prices below those charged some associate dealers. 

In fact the similarity is even closer because Goodyear in setting up 
its stores and in its dealings with its stores puts them on essentially 
the same basis as to buying prices, discounts, advertising allowances, 
and the like as its comparable direct francise dealers. 

With respect to the retailing of passenger car tires, we find it inter- 
esting and significant that shopping surveys repeatedly show that 
company-owned stores sell at higher prices than those charged by 
dealers. In fact, each store is operated so that the manager has every 
incentive to secure a fair price in competition with other tire mer- 
chants. Even his own personal compensation is keyed to the profit- 
ability of the store. 

Our stores have been located in cities where we have been unable to 
secure adequate dealer representation to provide satisfactory service 
to the consuming public. National advertising, radio, and television 
would represent a colossal waste of money if the buyer who decided 
he wanted a Goodyear product in a marketing area was unable to 
secure one promptly. We have an obligation to our stockholders and 
our employees, as well as to our thousands of dealers, to assure that 
Goodyear products are readily available. 

We would not be in the retail business if we could have obtained 
adequate representation through independent dealers in those areas 
where we now operate stores. And in certain markets we have sold 
stores to independent dealers who have demonstrated the financial 
and business ability, as well as the desire, to continue to provide ade- 
quate representation and service in Goodyear tires and other prod- 
ucts in the market. 

It is significant that although in the past 20 years the number of 
tires sold annually in the replacement tire industry has substantially 
doubled, the number of Goodyear stores over the same period not only 
has not increased commensurately but in fact there are fewer Good- 
year service stores in operation today than there were in 1938. 

The important point is that the dominant factor that requires the 
adoption of any method of distribution is the intensity of competition 
in the market. The beneficiary, of course, is the consuming public. 
The emphasis which the replacement tire market has always placed 
upon meeting the convenience of the consuming public has partic- 
ular point when we consider the manner in which replacement tires 
are sold to one of the largest consumers of tires in the whole replace- 
ment market, the U.S. Government. For the Federal Government 
represents not only the consuming public but the public generally. 
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The Federal Government buys thousands of tires annually and ac- 
cepts delivery of them all over the United States and its territories. 
Wherever there is a post office, or any other Government institution or 
office which operates trucks or passenger automobiles, the Government 
needs to have tires delivered to it. 

The Government has an additional requirement, however, and that 
is that tires be delivered to it upon a centralized pricing basis. In 
other words, when the Federal Siieubuiien buys a certain size tire 
in San Diego, Calif., and another tire of the same size in Bangor, 
Maine, the Government insists that the price it pays for that tire be 
precisely the same. 

Obviously, no independent tire dealer is in a position to meet this 
special requirement of the Federal Government for centralized prices 
which arises out of the nature of the Government’s farflung opera- 
tions. Indeed, the Federal Government itself has recognized this fact. 
Consistently over the 30 years or more that the Government has been 
in the business of buying tires, it has refused to purchase tires other- 
wise than directly from the manufacturers. It is for this reason that 
Goodyear sells replacement tires to the U.S. Government directly. 
The alternative is not to sell them at all. 

Just as the passenger car owner demands that tires be available at 
his garage or service station, and just as the Federal Government de- 
mands that its tires be available on a centralized pricing basis, so too 
there are certain large private business organizations that buy tires 
nationwide or over areas of several States who demand that tires 
be delivered to them wherever they need them on a centralized pric- 
ing basis. 

This means in the case of such business organizations that when 
they need a particular size of tire delivered to them at San Diego, 
Calif., and the same size of tire delivered at Bangor, Maine, just as 
in the case of the Federal Government, each tire is delivered at pre- 
cisely the same price. 

Additionally, these business organizations, which are generally 
called in the trade national accounts, also frequently require cen- 
tralized billing. This means merely that the bills for all tires sold to 
them, wherever they are delivered, are sent to a central office of the 
business organization in question. 

Because of the centralized pricing feature of sales to these accounts, 
the prices they pay, as in the case of prices paid by the Federal Gov- 
ernment, will vary in their relationship to prevailing prices in the 
local markets in the places where tires are delivered to them. Some- 
times they will be higher than the prevailing local market price, and 
on other occasions lower. 

These buyers are large and their annual purchases are usually 
equal to, and often greatly exceed, those of our average dealer. They 
are represented by skilled buyers. They require service over wide 
areas of the country, and they demand a single fixed price for delivery 
on request at any location from coast to coast and from border to 
border. 

Here again, as in the case of the Federal Government, is a con- 
sumer of tires who demands a service required by the nature of his 
operations which no independent tire dealer is in a position to offer. 
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As in the case of the Federal Government, if the company wishes to 
stay in the business it has no choice but to deal directly with this type 
of consumer. The company does so, but utilizes in all cases the serv- 
ices of its independent dealers, if available, in making deliveries of 
tires to such accounts, for which service the dealers receive a com- 
mission. 

There is another class of customer whose demands are substantially 
similar to those of the so-called national accounts, although they are 
not technically classified as such. These are the large over-the-road 
haulers of freight who operate under the authority of the Interstate 
Commerce Commission. They generally operate over extensive areas 
of the country and they require centralized billing and centralized 
pricing of tires to be delivered at widely separated points—require- 
ments which the tire dealer could not adequately satisfy. They often 
carry inventories of tires, and in this respect differ significantly from 
the Federal Government and other large nationwide buyers of tires. 
Even in respect of these consumers, the company makes deliveries 
through its independent dealers, if available, who are compensated 
for such services. 

Another type of consumer whose needs are such as to require that 
tires be sold to them directly by the manufacturer are large contrac- 
tors. Contractors of this type are frequently engaged on projects 
of a public works character in which they employ equipment using 
tires of sizes and types not normally handled by dealers. They re- 
quire specialized services by way of provision for delivery and mount- 
ing and maintenance of tires on the contractor’s equipment on the job. 
The tires involved in this type of operation frequently include single 
tires weighing a ton or more and costing several thousands of dollars 
apiece. 

Further, the projects in which this equipment is engaged are often 
situated in remote places such as damsites and the like where there are 
no independent tire dealers or other retail outlets close enough and 
adequately equipped to furnish all of the specialized services needed. 

Even in these special situations, however, the dealer who can partic- 
ipate in any way benefits because he is compensated either for making 
delivery or for performing such other services as he may be in a posi- 
tion to offer. 

These are the principal methods of direct selling and the reasons 
for them. Additionally situations may arise from time to time—and 
they undoubtedly have—in which for reasons peculiar to the particu- 
lar situation or even human errors resulting in failure to follow com- 
pany policy direct sales have been made. As to these, all I can say 
at this time is that we will carefully check every such instance—or 
alleged instance—which is called to our attention and furnish the 
committee as promptly as possible with the full facts concerning each 
such case. 

In summary, it must be said of the tire business that the customer 
is king. Whether he wants his tires delivered to him at his garage or 
service station as in the case of the passenger car owner or wants his 
tires delivered to him nationwide on a centralized pricing basis as in 
the case of the Federal Government and the national account, or 
whether he has other special needs and requirements as in the case of 
the over-the-road haulers and the large contractor, the replacement 
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tire industry, manufacturers and dealers alike, must stand ready to 
meet his needs. 

Goodyear believes that the intense competition of the replacement 
tire industry which has brought about this result is a good thing not 
only for the public, to whom the benefit is obvious, but as well for the 
replacement tire industry itself and every element of that industry, 
manufacturers and dealers alike. To be sure, it puts a premium on 
energy and ability and adaptability and ingenuity, but in Goodyear’s 
view this is the American way of business life. 

Finally, we cannot close this brief and necessarily somewhat general 
description of replacement tire distribution without pointing out with 
some pride that Goodyear’s independent tire dealers have shown over 
the years an enviable record of success under these conditions. The 
following table of the numbers of Goodyear direct franchise dealers 
who have been such for 10 years and more most forcefully supports 
that proposition : 
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ee ON NOG a ea ctieniimdiw ind dete beeedewtaeiseennioe 735 
NN (CN I aa is hi ins aac eedlnls Speier aS Teg Sle 401 


One hundred thirty-five have represented us continuously for 40 
years or more. 

Relationships of this long standing do not just happen; they are 
the result of mutual trust and confidence and cooperation. In view 
of the thousands of satisfied Goodyear dealers, it is important that 
the problems of the few who have complained are placed in their 
proper perspective. 

Senator Bartierr. Thank you, sir. 

Senator Schoeppel, do you have any questions ? 

Senator ScHorrren. Thank you, sir. Iam sorry I couldn’t be here, 
but I am on the tail end of another committee that held over for 
several days past, and I could not get here sharply at 2. 

I would like to read the other part of the statement I had not heard. 

Mr. Lewin. Thank you. 

Senator Bartterr. [ have a few questions, if you don’t mind, in the 
way of seeking education for myself, because my familiarity with tires 
is more or less buying them. 

You said, I believe, that Goodyear has 100,000 employees and 
55,000 dealers. 

Mr. Lewin. Yes, sir. 

Senator Barrierr. These are two separate and distinct categories. 

Mr. Lewin. Oh, yes, sir. By employee, of course, I mean people 
who make and sell our products—people who are on the Goodyear 
payroll. 

Senator Bartierr. Sure. 

On page 6 * of your statement you said that in some instances Good- 
year service stores act as supplying dealers to the Goodyear associate 
dealers in their area, and you said that these stores also sell at retail 
directly to consumers. Then you went on to declare that this policy 
also benefits associate dealers. 





5 See p. 303. 
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I was wondering if you would spell out a bit just how that benefits 
the associate dealer. 

Mr. Lew1n. Well, sir, the fact that there is a considerable volume 
of advertising done by the Goodyear 

Mr. Fotey. Just a minute, Mr. Lewin. 

Mr. Lewin. All right. 

Mr. Fotry. Go ahead, sir. 

Mr. Lewin. The associate dealer is benefited by the considerable 
volume of advertising that the Goodyear store does which enhances 
the Goodyear public acceptance in the area, and when the ultimate 
consumer, the car owner, if you please, finds that he can buy his Good- 
year tires conveniently in or near his neighborhood as against going 
downtown to the large Goodyear store, at the same price, then that 
is the respect in which that does benefit the associate dealer. 

Senator Bartietr. Now, on page 7,’° if you please, you have said 
that in competitive markets it would be surprising if one did not find 
instances of dealers selling direct to some consumers at prices below 
those charged some associate dealers. 

Why would it be surprising ? 

Mr. Lewin. Well, sir, primarily because of the very nature of the 
highly competitive tire business. 

For example, sir, let’s take a large Goodyear dealer who handles 
many associate dealers and who is also selling commercial accounts. 
There would doubtless be commercial accounts whose annual pur- 
chase volume or the volume involved, the amount of any one order, 
that may be up for replacement at that time, might be and very often 
is considerably more than a regular associate dealer customer of that 
supplying dealer would buy in, say, the course of several months, or 
maybe in a year. And the competition at work would doubtless 
force the larger Goodyear dealer to take that large order from the 
commercial account, at a price that would be less than he probably is 
selling his associate dealers, or some of his associate dealers. 

Senator Bartierr. On that same page, namely, page 7, your testi- 
mony stated that Goodyear, in setting up its stores, and in its deal- 
ings with its stores puts them essentially on the same basis as to buy- 
ing prices, et cetera, as its comparable direct franchise dealers. 

Just what does “essentially” mean there ? 

Mr. Lewin. Practically identically the same basis, sir. There may 
be some variations in some bookkeeping or something of that sort, 
but actually the store’s final ultimate buying price for a given volume 
of merchandise, purchased during the same period of time, would be 
the same as a dealer’s buying price on the same volume of the same 
merchandise. 

Senator Bartierr. Are any special advantages given to company- 
owned stores ? 

Mr. Lewin. No, sir. 

Senator Bartiett. None whatsoever ? 

Mr. Lewrn. None whatsoever. 

Sir, might I expand there for a moment ? 

Senator Barttert. Please. 





16 See p. 304. 
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Mr. Lewin. We have a tremendous investment in our dealer or- 
ganization. The bulk of our business comes from our dealer organiza- 
tion. We have some 610 or 611 stores, I believe, and 10,500 direct 
franchise dealers. 

Down through the years since this company has been in business, 
it has spent untold sums of money and has done everything possible to 
develop and strengthen our dealer organization. For example, our 52 
district offices and district warehouses throughout the country, staffed 
with—I don’t know what the exact figure is, but I would assume they 
would average possibly as many as 30 people in each district office, 
80, 90 percent or more of the time of all those people and the reasons 
for all that investment is to build and strengthen and encourage the 
activities of our direct franchise dealers. 

So we are just being really very, very selfish in being sure that we 
do not put our stores in a more fi: avorable position than our dealers. 
It would be foolhardy to attempt to do anything different, sir. 

Senator Barrierr. But then, I think you are being terribly un- 
selfish in another connection, because you say that shopping surveys 
repeatedly show that company-owned stores sell at prices higher than 
those charged by dealers, which puts your company, I should think, in 
a bad competitive position with other companies, if certain. of your 
stores sell at higher prices than the direct dealers. Don’t you lose 
business on account of that? 

Mr. Lewin. In some cases we might. Generally, I don’t think so, 
because while we—and this may sound a little peculiar to you, sir 

Senator Bartrierr. Just seeking education. I don’t know anything 
about this. 

Mr. Lewrn. I am glad to have the opportunity to tell you what I 
know about it. 

One of the important services we render for our dealers is the matter 
of education and sales training. We do everything we can possibly 
think of to do in improving the retail selling ability of our dealers and 
theiremployees. But since they are independent dealers, all we can do 
is try to sell them on holding training meetings on a regular basis, 
and on trying to improve the retail] selling ability of their | employees. 

As contr: asted with a store manager, since he works for us, we can 
tell him to do it. We can insist that he do it. We can insist that he 
hold regular training meetings and get his employees to do and say 
the things that we know, if done and said properly, will result in, 
let’s say, selling a better quality tire, in selling possibly at a little 
bit higher price, in not feeling that "because the customer says, “I 
can go down the street and buy so-and-so’s tire for 50 cents less, » of 
saying, “Well, I will meet the price.” 

We can train our store people to sell Goodyear quality, and to get 
a somewhat higher price for it. 

Senator Barruerr. You don’t face any hazard, then, that one of 








‘your direct dealers or one of your associate deé ilers, not a company- 


owned store, would have a location next to a company-owned store 
and run you out of business because he would sell lower, according to 
these surveys ? 

Mr. Lewin. No, sir, there isn’t that much difference, No. 1, to make 
that possible, and No. 2, this is based on the selling effort that takes 
place in the store to make the sale. 
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Senator Bartierr. But this leads me to my next question, and I am 
exposing my ignorance, I know, but I am going to persist, anyway: 

If I were a competitor of Goodyear’s, I would see to it that an asso- 
ciate dealer or a direct dealer other than company-owned had a loca- 
tion next to a Goodyear store, because I would assume that those 
companies also would find the same experience in relation to these 
surveys and they would consistently undersell you. 

Mr. Lewin. Possibly you would, sir. It just hasn’t worked out 
that way. 

Senator Barrier. It just doesn’t work out that way ? 

Here I would like to ask you this, though, if I may: 

Also on page 7 you say that “Our stores have been located in cities 
where we have been unable to secure adequate dealer representation 
to provide satisfactory service to the consuming public.” 

And since you have so many thousands of stores all over the land, 
I am wondering why it is in these particular instances you have not 
been able to find adequate representation. 

Mr. Lewin. There are various reasons for that, sir. There have 
been times with which you doubtless are familiar, down through the 
last 20, 30-odd years, when economic conditions have been such that 
every businessman had problems making a profit, people have gone 
out of business, and then there are times when you can’t find someone 
with the necessary experience and the character and the capacity and 
the financial resources to go into the tire business, to start a new busi- 
ness venture. 

Senator Bartierr. Well, are there company-owned stores in smaller 
communities ? 

Mr. Lewrn. Yes, sir, in some of the smaller communities. But I 
would say not in the very small communities. 

Senator Barttetr. No; noone would expect that. But it is the com- 
pany’s policy, then, to put a store of its own in any area where the 
market is there, according to your belief, but adequate dealer repre- 
sentation cannot be found ? 

Mr. Lewin. That is correct; yes, sir, where the size and potential 
involved justifies the capital expenditure. 

Senator Bartrterr. In connection with that, on page 8 '” you relate 
that you sold some of these stores to independent dealers, 

Mr. Lewrn. Yes, sir. 

Senator Bartterr. Have many such stores been sold ? 

Mr. Lewrn. I think in the last 10 years, sir, there have been some 
10 or 12 sales of that kind, yes, sir. 

Senator Bartierr. And then you go on to say there are fewer Good- 
year service stores now than in 1938. Are there many fewer? 

Mr. Lewrn. I think in 1938 there were some 640-odd, and now 611: 
approximately 30, 35 fewer today. And may I back up a moment? 

Senator Bartiett. Surely. 

Mr. Lewrn. In the last 10 years there have been 37 stores sold to 
Goodyear dealers instead of 11. 

Senator Bartiett. I see. 

Mr. Lewtn. 37 instead of the 11 I mentioned. 

Senator Bartierr. That correction will be noted. 


17 See p. 304. 
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I am glad to have you say that the Federal Government represents 
not only the consuming public, but the public generally. Sometimes 
we in Washington become doubtful. I am sure the Senator from 
Kansas will agree with me. 

On page 9 you say: 7° 

The Federal Government buys thousands of tires annually and accepts deliv- 
ery of them all over the United States and its Territories. 


I merely want to say that your territorial market is diminishing 
very rapidly. There are not so many territories. [Laughter. ] 

You told us about the centralized buying of tires by the Federal 
Government and by large contracting firms. 

Would this arrangement be approved, in your opinion, by the com- 
pany for any large comparable group, let’s say the Masons or the 
Knights of Columbus, or the Elks, or what-not organization ? 

Mr. Lewrn. No, sir, it would not. You see these larger buyers are 
comparatively few in numbers, involve one purchaser, one private 
concern engaged in business, or government, whose requirements are 
substantial, and they operate over several States or possibly all of 
the States. 

Senator ScHorrren. Senator Bartlett, would you yield? I imagine 
you are going on beyond the page you just had reference to. 

Senator Barrett. Yes. 

Senator Scuoeprret. I wanted to ask one question with reference 
to page 9 before you left it. 

I note there where you say, on page 9 ” in your statement: 

The Government has an additional requirement, however, and that is that 
tires be delivered to it upon a centralized pricing basis. In other words, when 
the Federal Government buys a certain size tire in San Diego, Calif., and another 
tire of the same size in Bangor, Maine, the Government insists that the price 
it pays for that tire be precisely the same. 

Let me ask you this question : 

I am from the State of Kansas, and having had the opportunity to 
represent my State as chief executive for a couple of terms—by the 
way, I note with much pride that you have a plant in my State—is 


that situation prevalent in some of the States as well as the Federal 
Government ? 


Mr. Lewin. Yes, sir. 

Senator Scuorpre.. I was wondering about that, whether you found 
that to be the case. 

Mr. Lewrn. Yes, sir. I don’t know that I am qualified to state 
that that is categorically true in every State. But I am under the 
impression that it is, sir, that each of the several States insist on 
buying their tires for all of their requirements at the same price any- 
where throughout the State. 

Senator Scuorrret. I know that in the highway department of our 
State, which is of course something which covers our whole State, for 
instance the highway patrol that buys, for instance, the automobile, 
and makes frequent purchases, how they work it out with their differ- 
ent agencies, automobile agencies is one thing, but under the tire 
situation, as I recall, a number of years ago, they would acquire them 
through the agency that they purchase the tire requirements or was 
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successful in the bid of the tire requirements that they had to be able 
to make deliveries in certain stated sections of the State when called 
upon. 

Mr. Lewin. That is correct. 

Senator Scuorrret. And I don’t know, I am so far removed from 
it now, but it seems to me it was on a certain based price, and then I 
presume that the local tire distributor or the agents of say if you 
should happen to be the tire company there in that area, would receive 
some remuneration or commission. Is that true or not? 

Mr. Lewin. Yes, sir; it is true. 

Senator ScHorpret. I see. 

Mr. Lewin. Yes, sir. 

Senator ScHorrret. Thank you. 

Senator Barrierr. Well, that leads me to ask a question along the 
same general line. 

In this buying by the Federal Government, for example, do they 
make a contractual arrangement with the Goodyear Co., or whatever 
company it might be, for an entire fiscal year at a set price? 

Mr. Lewin. I think, and again I am not in the Government sales 
end of our business 

Senator Bartierr. That is understood. 

Mr. Lewin. I think that is correct, and it is on the basis of several 
companies selling at the supply schedule prices. 

Senator Barrierr. And I suppose although the price fixed would 
be in that arrangement, there would be a clause in there for, escalator 
clause in effect, in case rubber prices went way up or down during 
that period ? 

Mr. Lewrn. I think it is fixed. 

Senator Bartierr. Without an escalation clause ? 

Mr. Lewin. I think that is so, although I am not entirely certain. 

Mr. Correa.”? Fixed for a period sometimes subject to adjustment at 
the end of a certain period. 

Senator Barrierr. I am going to skip over to page 12,” and the 
situation here, I believe, deals with one where a large contractor might 
have his equipment at a damsite, and this direct service performed by 
the company, because independent tire dealers and/or other outlets 
would not be equipped to provide the specialized services needed. 

How does the company do this? If it is a big enough job, do you 
send people there to remain there constantly ? 

Mr. Lewrn. In some cases, yes, sir; in some cases, as explained here, 
the dealer is compensated for services that he may be in a position to 
perform. 

Senator Bartietr. If he is close enough ? 

Mr. Lewin. Yes, sir. 

Senator Barrierr. And has the capacity. 

You say, Mr. Lewin, on page 13,” that: 

“Goodyear believes”—this is the second paragraph—“that intense 
competition of the replacement tire industry which has brought about 
this result is a good thing,” and so forth, and I am not quite sure what 


this result is. 





2 Mathias Correa, counsel, Goodyear Tire & Rubber Co. 
21 See p. 306. 
2 See p. 307. 
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I wonder if you would explain that a bit more. 

Mr. Lewin. The result of the industry and Goodyear meeting the 
demands of the various types of consumers of tires, their demands 
and their requirements, and the fact that the competitive stresses and 
strains that have resulted in some of these things, the general prin- 
ciple that we say is good, is the fact that such competitive stresses 
and strains and forces are permitted, that is we think a good result, 
because it does benefit the public generally. 

Senator Bartierr. What is the attitude of your dealers in respect 
to company-owned stores ¢ 

Mr. Lewin. It varies, sir, with the dealer. Many of our really 
good dealers, prior to becoming dealers, have been company-store 
managers, and have run stores successfully and realized that the tire 
business is a good business, so they have entered it on their own, 

I have had some good dealers tell me they would much rather com- 
pete against a company-owned store than against another aggressive 
independent dealer. Some dealers, of course, don’t like company- 
owned stores as a general principle. 

It varies with the dealer, but generally speaking, I think I am safe 
in saying that the vast majority of Goodyear dealers either don’t think 
about the problem or aren’t concerned with it, and that is fairly easy 
to understand when you realize we have some 610 or 611 stores, and 
10,500 direct dealers, so obviously the vast majority of our dealers 
aren’t even affected one way or the other and have no reason to think 
about it. 

Senator Bartterr. Without trying to pinpoint that at all, do your 
company-owned stores do a minor or a major part of the company 
business ? 

Mr. Lewin. A minor part of the company business is done through 
company-owned stores ; yes, sir. 

Senator Bartierr. Thank you very much, sir, for your illuminating 
answers. 

Senator Schoeppel. 

Senator Scuorrret. I would like to ask some questions here. I 
haven’t checked this record, yesterday’s and the day before, which I 
should have done. 

I note some comment has been made by several dealers who have 
appeared before this committee that they frequently solicit, say, ac- 
counts from trucking firms, telephone companies, et cetera, then only 
to have some of the tire inenatiectenens come in and through direct 
sales offer prices at the cost of the local dealer, and thus they take 
these accounts away from the dealer. 

You may have covered that certain phase in your statement when I 
was not here. What is your comment on that? 

Mr. Lewrn. To the best of my knowledge, sir, Goodyear has never 
done anything like what has been testified in some of the testimony 
here. 

We have, if I may repeat a little bit, sir 

Senator Scnorpret. All right. 

Mr. Lewin. We are terrifically proud of the large number of loyal 
and important volume-producing independent dealers that we have, 
and we are just bound and determined that we aren’t going to do any- 
thing that will in any way, shape, or manner deprive those dealers of 
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accounts or to take any business away from them. We have bent over 
backwards in all of our sales planning and our policies and our mer- 
chandising effort to try to channel as much of that business through 
our independent dealers as possible and to assist them to get it, and 
get it at as good a profit as the competitive forces in their market will 
make possible. 

Senator Scuorrre.. I appreciate having that, because that did ap- 
pear in the record, as I hurriedly went over it. 

One other question, and that is all I think I have to ask you on this: 

I note that the charge was made, and I use the word “charge” ad- 
visedly, that some of the dealers that say trucks and servicemen often 
make available to the service equipment, say on the basis of $500 a 
month, and this sort of a deal is not available to dealers who sell more 
tires than any of the single accounts. 

Do you have any comment on that ? 

Mr. Lewin. Yes, sir. That situation wherein we supply a service 
truck and a trained serviceman to service some of the contractors on 
their remote jobs is a very peculiar and unusual situation. 

Senator Scuorrret. Is that what you would term to be a specialized 
service in a specialized type of tire use ? 

Mr. Lewin. Yes, sir, a specialized service, in a specialized type of 
tire use, and it was brought about again by the competitive forces that 
exist. 

Someone decided, some manufacturer decided to make that service 
available to a contractor, and made it an integral part of the bid for 
the business, and in order for us to get the business, or to get a chance 
at the business, we, of course, had to be competitive as regards furnish- 
ing that same sort of service. 

Now, as regards furnishing it to dealers, which was a part of your 
question. 

We couldn’t afford it; no one could afford to make that kind of 
equipment and men available to all dealers, because you would have 
to make it to all dealers alike, and actually it isn’t necessary, because 
dealers generally are not in that sort of business. 

However, there are situations when a Goodyear dealer is successful 
in’ getting an important dam-service job, or public works service job, 
we have assisted the dealer by working through him and in supplying 
him with the truck and the man to help him perform under the con- 
tract. 

Senator Scuorrrent. Thank you very much. 

Senator Barrierr. We are to understand, then, that you have had 
no substantial problem in connection with the company-owned stores 
as they relate to your dealer reactions ? 

Mr. Lewrn. No, sir, we have not. 

Senator Bartterr. One question which may or may not be final: 

I have a tire which is apparently about to give way. What make 
tire would you recommend that I secure as a replacement? 

Mr. Lewin. After due and careful consideration, Senator, the Good- 
year tire. [Laughter. | 

Senator Bartierr. Thank you. 

Mr. Foley. 

Mr. Forxy. Mr. Lewin, I will call your attention to the testimony 
of Mr. Richard Poulton of the Columbia Retreading Co.,”* who testi- 
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fied here Wednesday regarding the matter brought up by Senator 
Schoeppel, and just to refresh your memory, I will read from his 
statement. He said: 

One item which I have been confronted by the major rubber companies, that 
obviously one of the big reasons of the dissention of the major companies is 
due to the fact they will go directly to the contractor and offer him a fully 


equipped truck to handle earthmoving tires and manpower, unlimited hours per 
week, at $500 per month. 


Then this goes on, this testimony, I continue: 
=> 9 9 


I have made numerous requests to the factory to let me have trucks and 4 
man for $500 per month, and they say that this is impossible, that the deal is 
only for the contractors whereby they guaranteed them the same discount if they 
only buy $10,000 worth of tires, but I have to buy $250,000 in volume to equal 
their price, and should I buy a lesser amount my 4.5 percent maximum bonus 
goes down from 1 percent to 4 percent according to total volume. 

I think he had his figures reversed. And then again he makes the 
charge that, he is a Goodyear dealer, I understand, “that: 

I have on many occasions asked my supplier to furnish me with a truck and a 
man and I would be glad to pay them $500 a month, but they say that they are 
not available inasmuch as it is for contractors only. Their excuse is that they 
do this to help the small dealer who could not afford to get out and purchase 
equipment that would deliver these earthmover tires. 

I felt your memory ought to be refreshed on that, because this was 
a Goodyear dealer, and he makes the charge, and you ‘still claim, or you 
still maintain that your company does not follow the policy of discrim- 
inating against the independent tire dealer in this respect. 

Mr. Lewin. Well, I wasn’t here when that gentleman testified, and 
that, of course, is a specific case of which I have no personal knowl- 
edge. 

But again as I told Senator Schoeppel, the service truck and service- 
man have become a part of a specialized end of the business, namely, 
the large contractors, and that is not something that any manufacturer 
could afford to do with dealers on a general basis. 

Mr. Forry. Well, I just w anted to recall that there was testimony 
by at least one Goodyear dealer on that. I believe there was by an- 
other one, but I don’t know. 

Mr. Lewin. We will check and give the complete facts in any of 
these specific things, Mr. Foley. 

Mr, Fotry. I just wondered if your company has submitted all of 
the material requested by Senator Humphrey. 

Mr. Lewrn. Counsel, Mr. Correa. 

Mr. Correa. We have submitted all of the material which we were 
able to get together in the time available, as explained in our two let- 
ters ** in response to your two letters, or to Senator Humphrey’s two 
letters,° and I would like that our two answers to Senator Hum- 
phrey’s two letters be made a part of the record, together with his 
requests, because they explain where we had not submitted any ma- 
terial precisely why we were unable to do so in the time available. 

Mr. Fotry. The reason I have asked you is not to put you on the 
spot, but I haven’t been able to check on it. I believe there dre some 
figures that you are still getting together, is that correct ? 





™* See exhibit 15, p. 319 
® See exhibits 13 and 13-A, pp. 260-261. 
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Mr. Correa. My recollection is that—I don’t have the letters be- 
fore me—we by now have fully complied with the request. 

Senator Barrierr. Let the record show the acting chairman is 
compelled to leave, however reluctantly, to turn from rubber to gold, 
and the distinguished Senator from Kansas will take the chair. 

Senator Scuorrret (presiding). Do you have any further state- 
ment you desire to make, sir ? 

Mr. Correa. May I just finish the answer I was giving to Mr. 
Foley, because I want the answer to be straight. 

Mr. ScHorrre.. Yes. 

Mr. Correa. As to the first inquiry of the committee, Mr. Foley, 
we have fully complied, or substantially fully complied. I say “sub. 
stantially,” because if in respect of those accounting forms we gave 
them for 10 years and not for 25, and I think for the moment that is 
satisfactory to you. 

Mr. Fotry. Yes. 

Mr. Corrga. As to the second letter * we received a week ago Friday 
afternoon, as to that we gave you compliance this morning as fully 
as we were able to do in the time available to us. 

Mr. Fotry. I am just kind of taking an inventory here. 

If I could just backtrack and ask if Mr. Thomas is here, of the 
Firestone Co. ? 

I haven’t had an opportunity, Mr. Thomas, to check all the ma- 
terials you have submitted, and I am just wondering whether you 
know offhand. 

Mr. Tuomas. We have fully complied. 

Mr. Fotry. Thank you very aie 

I know we are pressed for time here, and I am going to keep my 
questions very brief, Mr. Lewin, but inasmuch as you are the one who 
handles the ect relations with the Goodyear Co., you are no doubt 
familiar with the annual visits of the officers and members of the 
National Tire Dealers and Retreaders Association to your company 
to talk over various dealer problems. Is that correct? 

Mr. Lewin. That is correct. 

Mr. Forry. You are familiar with that. Do you sit in on these 
meetings ? 

Mr. Lewrn. Yes, sir. 

Mr. Fotry. Then the materials in the allegations that have been 
brought up at this hearing are not new to you; you have heard them 
before, or substantially similar. 

What, if anything, has ever been done by the Goodyear Co. to try to 
deal with these problems ? 

Mr. Lewin. Well, we have, of course—when you say “these prob- 
lems,” you are covering quite a few there—we have in every possible 
instance done everything we could do to improve the profit oppor- 
tunity for our dealers and to cooperate with our dealers. I am talk- 
ing, of course, naturally, of Goodyear dealers. That would be all you 
would be expecting me to talk about there. 

Mr. Fouey. Well, regarding the friction that arises, and let us call it 
that, with company stores, has any company policy been set down in 
order to try to alleviate or modify some of the friction ¢ 


73 See exhibit 13—A, p. 261. 
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Mr. Lewin. As far as Goodyear is concerned, as I told the Senator, 
there is no friction between Goodyear dealers and company stores, 
Goodyear Co. stores, on any substantial basis. 

The vast majority of our dealers are not involved, and as to those 
who are involved in markets where we have company stores, every 
effort policywise has been made and will continue to be made to see 
that we protect our independent dealer distribution which we value so 
highly in every one of those markets. 

fr. Fotry. Well, I haven’t got so many, I just can’t get on here, 

I just want to say on page 12,2? Mr. Lewin, of your testimony, I 
think you would like to correct it, at least it is corrected in my state- 
ment, and perhaps it should be corrected in the record : 

“These are the principal methods,” I believe you meant to say “of 
direct selling.” 

Mr. Lewin. Oh, yes, Idid. Thank you.’ 

Mr. Fotry. Senator Schoeppel, I presume your time is pressed. 

Senator Scuorrren. I can stay awhile. I want to participate as 
much as I possibly can. 

Mr. Fotry. Let me just ask you this as a general trend, Mr. Lewin: 

It would appear from some of the testimony that the complaints and 
the pressure and the friction caused by national account sales has 
been intensified in recent years. 

Could you know from your experience whether there has been a 
greater trend toward national accounts since 1953 and 1954 than there 
had been previously ? 

Mr. Lewrn. I don’t believe there has. It runs in my mind that 
there may be fewer, but I am not sure of that. I don’t have a clear 
recollection of how many so-called national accounts there were back 
in 1953 or any past years. 

Mr. Fotry. Finally, I will just ask you this question then: 

Does your company deny that they make sales to accounts below 
dealers’ costs ? 

Mr. Lewrn. No, sir. 

Mr. Fotry. You do admit that that goes on? 

Mr. Lewin. Yes, sir. 

Mr. Fotry. I believe that is all. 

Mr. Lewin. May I expand on that a bit, please, sir? 

Mr. Fotry. Yes, indeed; absolutely. 

Mr. Lewrn. In those cases, the dealers are compensated wherever 
they can render any service in any way, shape or manner, so that there 
is some profit arranged for the dealer in situations of that kind. 

Mr. Fotry. Generally that has been referred to as the 7.5 percent 
commission. 

Mr. Lewrn. Ora 10 percent in the case of national accounts. 

Mr. Foxy. Or 10 percent. 

Mr. Lewin. And plus, I might add, a truck tire service bonus and 
the using of the volume to build the dealer’s annual super bonus, so 
it isn’t just 7.5 percent. 

Mr. Forry. No doubt the complaint has been made that this 7.5 or 
10 percent commission does not meet the dealer’s costs in stocking 


the materials, stocking the tires, the bookkeeping transfers, the serv- 
lees, and all that. 





* See p. 306. 
* Correction made, p. 306. 
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What has your company done about that complaint ? 

Mr. Lewin. Well, for one thing, we have added, as I mentioned, 
truck tire service bonus, and the use of the volume to build rate. That 
has been put into the picture in comparatively recent years in our 
efforts to cooperate with our dealers, who meet with us periodically 
and bring up such problems, again another effort to improve the 
dealer’s profit margins. 

Mr. Fotry. Just a few more, I think. I believe you referred to 
surveys in here, I have got it marked here, on page 7.°° You refer to 
surveys which show that company stores sell at prices lower than those 
charged by dealers. 

Do those surveys also include the sale of truck tires, or are they 
passenger tires ? 

Mr. Lewin. They are passenger tire surveys. 

Mr. Forry. Regarding purchases by government agencies, the Na- 
tional Federal Government, States, municipalities, you mentioned 
that, I believe, that you suggested that the main reason for this is 
that these agencies require a standard or uniform price throughout 
their jurisdiction, is that correct ? 

Mr. Lewrn. That is correct; yes, sir. 

Mr. Forry. Is there any part of the Government, the Federal Gov- 
ernment of the United States, where the Government is buying tires 
at prices lower than the local dealer price ? 

Mr. Lewin. I don’t know whether that is true or not, sir. 

Mr. Fotry. Would you say that they are buying at the lowest 
possible price ? 

Mr. Lewin. Generally speaking, that would be true. 

Mr. Forry. So it is probably not because of any requirement for 
uniform buying procedures, but rather the mass purchasing power, 
is that correct? 

Mr. Lewin. Well, both, and the competitive forces that are at play 
in getting, obtaining that business. 

Mr. Fotry. I see. 

Finally, I will just ask, I brought this up this morning and I want 
to make sure the record is straight on it, I suggested or I read from 
the investigation by the Canadian Government into the rubber indus- 
try in Canada,* and I brought out this matter that in that investiga- 
tion they discovered that the companies, tire companies in Canada, 
agreed not to raid each other’s distributors. 

Do you know of any such agreement in this country among the tire 
companies ? 

Mr. Lewin. No, sir. 

Mr. Foiry. Just so we have the record straight ? 

Mr. Lewin. May I expand on that a little bit ? 

Mr. Forry. All right. 

Mr. Lewrn. I am glad you have given me an opportunity to set that 
record straight. 

We are constantly trying to get additional independent dealers, and 
as a matter of fact, I happen to have these figures pretty well in mind. 


2 See p. 304. 
% “Rubber Products—Report of Commissioner, Combined Investigation Act,’’ Department 
of Justice, Ottawa, Canada, 1952, p. 350. (Retained in committee files.) 
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We put the sales organization on a concentrated organized drive for 
new direct independent dealer distribution in the markets where we 
consider that we are weak and need additional distribution. 

We started that drive last October, and I believe—I think—just a 
moment here—I hope there are not too many of our good competitors 
listening, but we have obtained in the period since last October 1 
through March 31, 526 new direct dealers, and I am very happy to 
say that the vast m: vjority of them were handling competitive tires 
before we took them on. 

Mr. Fotry. Were they from the big four? 

Mr. Lewry. Ihopeso. I don’t have all the figures here. 

Mr. Forry. I don’t know one way or the other what is going on. 
I just found what was going on in Canada. 

Mr. Lewrn. I assure you this matter of trying to take dealers away 
from competitive manufacturers has been going on in this country 
since there has been a tire manufacturing industry. 

Mr. Forry. I believe that is all I have, Senator. I know the time 
is short. 

Senator Scoorrret. Thank you very much, Mr. Lewin. I appre- 
ciate very much your testimony here today. 

Mr. Lewrn. Thank you, Senator, and you, Mr. Foley. 

Senator Scnorrren. The letters from the Goodyear Tire & Rub- 
ber Co. referred to in this testimony will be included in the record at 
this point. 

(The letters referred to follow :) 


EXnHisit 15—-A 


Tue GoopyeEAR TIRE & RUBBER CoO., 
Akron, Ohio, June 2, 1959. 

Mr. EUGENE P. FOLey, 
Counsel, Senate Small Business Committee, Washington, D.C. 

Dear Mr. Forey: In reply to the committee’s letter of May 18* we are pleased 
to submit the following information. 

With respect to the committee’s inquiries as to the factory, wholesale, and 
retail distribution of the company: 

The Goodyear Tire & Rubber Co. does not sell or deliver tires at “‘basic 
factory prices (mill door).” 

Tires sold by Goodyear for resale in the replacement market are sold 
largely to Goodyear franchise dealers. It is believed that practically all of 
such dealers resell tires partly at wholesale and partly at retail. 

In addition to its franchise tire dealers, Goodyear sells its tires to certain 
petroleum companies, acting as “superjobbers,” which in turn resell substan- 
tially all tires so purchased to “resellers,” generally independently operated 
service stations of such petroleum companies for further resale either at 
wholesale or at retail. 

With resnect to the committee’s inquiries concerning independent dealers: 

Attached is a tabulation ** showing the numbers, by city and State, of in- 
dependent tire dealers selling Goodyear tires at retail. Those in the column 
headed “Contract” (totaling 10.503) are dealers holding a Goodyear fran- 
chise: those in the column headed “Associate” (totaling 46,511) are inde- 
pendent dealers purchasing from another dealer or from a Goodyear service 
store. It should be noted that the list of associate dealers is based upon 
the best information currently available to the company, but is substantially 
incomnlete as there are undoubtedly many associate dealers selling Good- 
year tires about whom the company has no direct information. 





1See exhibit 13. p. 260 
1 Retained in committee files. 
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Goodyear service stores have been excluded from the tabulation, but 
otherwise it is not feasible on the basis of the records and information 
available to Goodyear to exclude certain types of smaller independent tire 
dealers, such as service stations, garages, etc., which the committee’s letter 
suggests be excluded. It must be pointed out that the tire sellers in these 
latter categories are in every sense truly “independent” and are just as 
much entitled as dealers holding a direct franchise (most of whom handle 
many products in addition to tires) to call themselves and to be called 
independent tire dealers, as well as independent small businessmen. 

Goodyear has adopted no special definition of “independent dealer.” So 
far as Goodyear knows, all of the dealers in tires with whom it does busi- 
ness, either directly as in the case of its franchise dealers or indirectly as 
in the case of associate dealers, are independent businessmen who are 
entitled to be and are treated by Goodyear as such. 

With respect to the committee’s inquiry as to company retail stores and 


retread shops: 


There is attached hereto a list™ showing, by city and State, the number 
of tire retail stores which Goodyear owned at the close of each of the last 
4 fiscal years. Also attached is a list showing the address of each company- 
owned retail store presently in operation. All are named “Goodyear Service 
Store.” 

There is further attached hereto a list ** showing, by city and State, the 
mumber of rubber tire retread shops which Goodyear owned at the close 
of each of the last 4 fiscal years. Additionally, there is a list showing the 
name and address of each company-owned retread shop presently in opera- 
tion. In addition, many of the company-owned retail stores shown on the 
list referred to above have some retreading facilities. 


With respect to the committee’s inquiry as to mational accounts and direct 
sales: 


The company has initiated an investigation to obtain the information 
requested by the committee with respect to the names of national accounts 
and all consumers to which direct sales were made in a number of specified 
cities, as well as information concerning the nature of those particular 
sales. Preliminarily, all that can be reported at this time is that although 
the customers and transactions involved may actually be rather limited, 
identifying or segregating them from the mass is a task of formidable di- 
mensions. It will involve, among other things, the manual examination of 
between 50,000 and 75,000 invoices situated in Akron as well as at district 
offices of the company throughout the United States which include the 
designated cities in order to find those relatively few invoices from which 
alone the requested information can be determined. 

While this work is going forward it should be mentioned that this par- 
ticular inquiry of the committee, asking as it does that the company make 
public detailed information as to its customers, involves serious policy 
questions of competitive injury. The company has this matter under con- 
sideration with a view to determining whether it will be necessary or ad- 
visable to ask the committee not to require the disclosure requested, or, in 
any event, to provide appropriate safeguards in the handling of the informa- 
tion against competitive injury to the company by reason of its disclosure. 


With respect to the committee’s inquiry as to services provided national ac- 
counts and direct buyers: 


Generally speaking, the company does not provide any services in the 
nature of credit terms, delivery, use of equipment, etc., to a national ac- 
eount customer or a direct sales customer which it does not provide to its 
independent retail dealers. Conversely, it should be mentioned there are 
many services, such as more favorable credit terms, advertising allowances, 
dealer aids, etc., which the company provides its independent retail dealers 
but does not provide to a national account or a direct sales customer. 

There are certain special situations involving the supplying of tires to 
large contractors, usually engaged on projects of a public works character 
and employing equipment using tires of sizes and types not normally han- 
dled by dealers, in which the company provides such contractors services 
for which the contractors pay and which are of a kind that the company 





ia Retained in committee files. 
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would have no occasion to provide its independent tire retailers. These 
services consist of such facilities as provision for delivery, mounting, and 
maintenance of tires on the contractor’s equipment on the job. The tires 
involved in this type of operation frequently include single tires weighing 
a ton or more and costing several thousand dollars apiece. Additionally, 
the projects in which this equipment is engaged very frequently are situated 
in remote places, such as damsites and the like, where there are no inde- 
pendent tire retailers or other retail outlets close enough and adequately 
equipped to furnish all the specialized services needed. Even in this special 
situation, however, the dealer usually benefits because customarily he is 
enabled to earn a commission either for making delivery or for performing 
such other services as he may be in a position to offer. 

With respect to the committee’s inquiry as to prices and discount schedules: 

There are attached hereto copies of current published pricelists and an- 
nouncements of discounts. It is believed that these are substantially com- 
plete, but in view of the multiplicity of tire lines and sizes sold by the 
company a search is continuing in order to make certain that all material 
responsive to the request has been included. 

We are enclosing two charts showing the structural outline of the company. 

It has been noted that the committee asked for submission of one copy of 
each of the company’s annual reports filed with the Securities and Exchange 
Commission since 1934. It is difficult readily to perceive the pertinence of these 
documents to the subject of the committee’s inquiry, and their production, par- 
ticularly in respect of the earlier years, is in some measure burdensome because 
of the scarcity of available copies. Accordingly, there is submitted herewith 
one copy of each such report for the last 10 years." If, after examination of 
these, it is the view of the committee that it is still necessary to have the reports 
for the remaining 15 years of the period, the company will endeavor to find 
copies or have copies made. , 

Finally, it is noted that the company is requested to notify the chairman of 
the committee as soon as possible if it desires to make an appearance at the hear- 
ings, either through a witness or by means of a prepared statement. The com- 
pany is considering whether or not it desires to make any such request, and at 
this time wishes expressly to reserve its right to do so. 

Yours very truly, 


Rosert Crarts, Attorney. 


EXxnHIBiT 15-B 


THE GOODYEAR TIRE & RUBBER Co., 
Akron, Ohio, June 18, 1959. 
Mr. EvGENE P. Forry, 
Counsel, Senate Small Business Committee, 
Washington, D.C. 


Dear Mr. Fortry: Under date of June 2, 1959, I forwarded to you certain in- 
formation in response to the committee’s letter of May 18. 

The committee’s further letter dated June 11, 1959, was received in Akron late 
on Friday, June 12. Notwithstanding the short time thus afforded to compile 
the information requested, we are glad to be able to furnish what is now avail- 
able, as follows: 

In response to requests made in both of the committee’s letters’ we enclose lists 
of national accounts and direct consumer accounts sold in 1958 in the nine cities 
named in the letter of May 18, indicating in each case the types of tires involved. 

With reference to the more recent added inquiry as to the price charged each 
sale to each such account, we must point out that obtaining such data would 
involve far greater and more laborious investigation than was outlined in my 
letter to you of June 2 regarding the mere listing of the accounts. It was en- 
tirely impossible for us to do so in time for our appearance on June 19. 

Moreover, the matter of prices to specific accounts is considered extremely con- 
fidential, and in any event we should have been compelled to ask the committee 
for protection against disclosure thereof in connection with any public hearings, 
or the record thereof, even if the data were available. 





1See exhibits 13 and 13--A, pp. 260-261. 
48 Retained in committee files. 
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However, in an effort to cooperate with the committee we are now furnishing 
the lists of accounts, notwithstanding our misgivings as to disclosure of even this 
information expressed in my letter of June 2, without demanding confidential 
treatment therefor, but requesting that the data therein not be publicly disclosed 
except to the extent actually essential to the committee’s work.’ 

Also enclosed is a tabulation showing classifications of tire dealers relating to 
their annual purchases, which we trust is responsive to the committee’s inquiry? 

However, we find that the company’s accounting records do not permit develop- 
ment of the data requested regarding numbers of purchasers and the percentage 
of total sales represented in each classification without extremely laborious as- 
sembly or construction of data not ordinarily prepared in the regular course, 
and certainly not in time for the appearance on June 19. 

The percent of total company replacement tire sales and transfers currently 
accounted for by national accounts is estimated as approximately 1 percent. 
No data are available for such an estimate as to other so-called direct sales with- 
out a comprehensive investigation, including all field offices, which clearly is 
not feasible prior to June 19. 

I have not been able to learn of any polls which have been taken by or for us 
of the sort referred to in the committee’s letter of June 11. 

We are furnishing herewith a summary of the principal features of various 
forms of financial aid which Goodyear offers to franchise dealers.2,. We want to 
mention that, although not included in the committee’s request and hence not 
covered in our summary, there are many other forms of aid made available 
to Goodyear dealers, such as promotional and advertising programs, store plan- 
ning and layout service, training programs in budget selling, business methods, 
etc., and many other similar facilities to assist dealers in building and operating a 
successful business. 

Since Goodyear’s position with regard to the general subject of the com- 
mittee’s inquiry will be presented by a representative appearing personally on 
June 19, of which I understand you were advised earlier this week, no written 
statement thereon is included herewith. 

Finally, we appreciate the committee’s assurance, in the chairman’s letter 
of June 11, that there will be opportunity following the hearings to respond on the 
record to any specific points raised which may require clarification or correction 
in order to insure that committee has before it complete and accurate facts as 
to matters which are the subject of its inquiry. 

Very truly yours, 
Rosert CrarFts, Attorney. 


Senator Scnorrret. As I have it here, the next company to be heard 
is the U.S. Rubber Co. 

Mr. Fotry. That is right. 

Senator ScHorrret. Who represents the company? Do you have 
a prepared statement ? 

Mr. Smirn. A very brief one. 

Senator ScHorrret. You may proceed, sir, as you desire. If you 
will ae your name and your position, sir, for the benefit of the 
record. 


STATEMENT OF LEONARD SMITH, MANAGER OF COMMERCIAL 
RESEARCH, U.S. RUBBER CO., WASHINGTON, D.C. 


Mr. Smrrn. My name is Leonard Smith, manager of commercial 
research of the U.S. Rubber Co. 

I am here in response to Senator Humphrey’s letter of June 11, and 
to answer the questions propounded therein, to the best of my ability. 





2 Retained in Small Business Committee files. 
8 Additional statements w*’* be included in a separate volume, to be printed as Part 2 
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The questions being numbered, I would like to hand to counsel the 
answers to the first six questions. Some of these responses are con- 
sidered to be confidential company information which, I trust, will be 
respected. 

Mr. Fotry. And you have so marked it ? 

Mr. Smiru. Yes, sir. 

Mr. Fotry. Would you like to look at those, Senator ? 

Senator ScnorpreL. No. They will be kept a matter of confidential 
record, and will be kept on the basis of such confidential relationship. 

Mr. Fotry. They will be kept in the committee’s files. 

Mr. SmirH. On the question on No. 5, polls, the answer is “No,” 
there is no document on that. The answer is “No”; we have not con- 
ducted any polls. 

Question No. 7—— 

Mr. Fotry. Senator Schoeppel, he is referring to this letter right 
here.** 

Go right ahead. 

Mr. Smiru. On question No. 7, our company’s general position and 
thinking regarding the causes of growth and desirability of dual dis- 
tribution in this industr y, I have a short prepared statement which I 
will be glad to read. 

Senator Scnorrren. All right. 

Mr. Soir. For the purposes of these hearings, the commercial 
practices referred to as “dual distribution” have been defined in testi- 
mony previously submitted before this committee. 

Accepting that definition, we believe the cause of dual distribution 
is no more than the consequence of the proper operation of a free 
economic system within the framework of our laws in the United 
States. It is our view that a buyer of tires at any level of consumers 
is, and should be, able to purchase his requirements through any 
channel of distribution that suits his taste and needs. This concept 
assures to the consumer the right to bargain in his own interests and 
to procure goods to suit his needs at the best price available to him. 

To us it seems that any legislation designed to secure, with the pro- 
tection of the Government, to any group in our economy as a natural 
right the permanent enjoyment of any specified segment of business 
can only deprive the consumer of access to a free market and in that 
measure limit the competitive nature of our economy. 

Changes in the channels of trade by which tires reach the consumer 
have always come about through the desire of the consuming public 
which is always the moving factor in our shifting and mobile economy. 

We do not believe that dual distribution has reached or will reach 
a point at which it can be deemed undesirable as a factor in our 
national economy. Experience in tire marketing teaches that there 
are certain areas of marketing, both geographical and commercial, in 
which even an experienced and competent dealer cannot economically 
serve the needs of the purchasing public. We think that there remain 
adequate areas of marketing to support the business of such dealers 
and that it is against the concepts of our society that such dealers be 
in a sense enabled by law to retain hold on portions of the business 
of distribution which they can no longer handle at a satisfactory 
profit and serve the purchasing public at a free competitive price. 





™ See exhibit 13, p. 260. 
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We conclude that existing legislation is adequate for the purpose 
of the problems discussed before this committee and that any effective 
legislation to abolish dual distribution in any line of commerce would 
be essentially against our national interest and policy. That concludes 
the formal statement. 

Would you like to have a copy of it, Counsel? 

Mr. Fotry. Yes, sir. 

Mr. Smirn. Just one other point, sir. There have been a number 
of allegations in the dealers’ testimony which referred to our com- 
pany, and we would like to investigate these very carefully and make 
a response in due course. 

Another point made by Mr. Marsh * might need a little clarifica- 
tion. He referred rather easily to the fact that the Big Four com- 
panies have 2,000 retail stores, and you might gather the impression 
from that, perhaps, U.S. Rubber Co. had about 500 stores. 

Actually we have only 10 stores, all of which were opened in the 
last 18 months. So I just wanted to set the record straight in that 
regard. 

Mr. Fotey. We knew that, Mr. Smith. 

Senator Scuorrre.. You say they have been established only within 
the last 18 months ? 

Mr. Smiru. Yes, sir. 

In nearly every case as a result of the death or retirement of an 
existing U.S. Rubber dealer. 

Senator ScHorpre.. I see. 

I presume that over a period of 18 months, you may or you may 
not have this information—are you able to tell us about what percent- 
age of your total sales are made by direct sales of your company- 
owned stores over this 18-month period ? 

Mr. Smiru. No, sir; I do not have that information. 

Senator ScHorpret. I wondered whether you had by reason of the 
short duration of that. 

Mr. Smrru. It can be very small, I can assure you at this time. 

Mr. Fotxy. I believe we do have the information, but it is con- 
fidential. You can have it, but it is very small. 

Senator ScuorrreL. That can be furnished ?** 

Mr. Siru. Yes. 

Senator Scuorpre.. I assume some of this, if it is of a confidential 
nature, since I have not had the opportunity to look this over, and 
will not have right now, you might indicate whether it has been 
furnished. 

What percentage of your sales are made by independent dealers? 
I presume that is in the same category ¢ 

Mr. Sirn. Yes, sir. 

Senator ScHorpre. All right. 

What percentage of your total sales are passenger tires and what 
percentage of your business is on truck tires? I presume that also 
will be furnished in that same relationship you mentioned ? 

Mr. Smirx. That is already in the information. 

Senator Scuorrret. Those are the questions I wanted to be 
answered. 





%2 See p. 8. 
*% To be supplied. 
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Do you have any questions ? 

Mr. Fotry. Just this. Mr. Smith, do you know if all of the mate- 
rial requested of you has been submitted ? 

Mr. Smiru. To the best of our ability in the time available we have 
submitted the answers to all the questions. 

There is one part, however, that we have not fully complied with, 
Counsel. It is where you asked for the sales and transfers of each 
classification as a percentage of the company’s sales and transfers. 
This would be quite a tremendous job to compile, and would take con- 
siderable time. Do you wish to make any comment? 

Mr. Fotry. I believe the Firestone Tire Co. has complied with that. 

Mr. Smiru. Complied? Maybe their records are set up differently. 
You still wish to get it ? 

Mr. Fotry. Which one are you referring to? 

Mr. Smit. That is question 1(b). 

Mr. Fotry. Question 1(b) of the letter of June 11 ?** 

Mr. Smirn. Of the Senator’s letter of June 11; yes, sir. 

Mr. Fotry. Yes, we would like to have that.*® 

Incidentally, Mr. Smith, I think I missed it, what is your capacity 
with the company ¢ 

Mr. Smirn. Manager of commercial research. 

Mr. Fotry. Are you the colleague then of Mr. MacGowan ? 

Mr. Smiru. Yes,sir. I would aspire to be classed in the same group 
with Mr. MacGowan. 

Mr. Fotxy. You are in the same general field; is that right? 

Mr. Smirn. Yes, sir; that is right. 

Mr. Fotry. You mentioned that for the last 18 months U.S. Rubber 
Co. has taken on 10 new dealers, mostly in the case of retirement, that 
is company stores, pardon me. 

Mr. Smiru. That is right. 

Mr. Fotry. Well, you are aware, of course, that several months ago 
the president of U.S. Rubber announced at a stockholders’ meeting 
they were now going to open about 25 a year. You are not anticipating 
that many deaths in your company, are you ? 

Mr. Smiru. No. 

The purpose of that policy is to establish ourselves in markets where 
we are not effective at the present time; that is the entire purpose of 
the store program. We have found over a long period of time that 
there are just some markets where we are not effective at all and, 
therefore, it is desirable to get a store where we cannot get a dealer. 

Mr. Fotry. Would you explain, please, sir, the arrangement that 
U.S. Rubber Co. has with any oil company regarding the sale of tires ? 
How do you market your tires with an oil company ? 

Mr. Smirn. Our arrangements with oil companies are for us to 

roduce tires of their own brand, for example, the Acme tire of the 

ities Service Co. 

We produce the tire and it is sold to the Cities Service Co., and it is 
distributed through their own controlled outlets. They pay us costs 
plus a percent. 

Mr. Forry. Then the Cities Service organization itself resells these 
to its dealers; is that it ? 





™ See exhibit 13—A, p. 261. 
®To be supplied. 
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Mr. Sairu. Or if it owns the station it sells them directly to the 
consumer. 

Mr. Fotry. And a profit is made from the transfer from the Cities 
Service to the dealers; is that correct ? 

Mr. Smiru. Yes. 

Mr. Forry. Is there any arrangement in your company by which 
a certain percent is turned over to the oil company for handling your 
tires; a certain commission is paid to the oil company itself for per- 
mitting its dealers to handle your tires? 

Mr, Smirn. No, sir. It is the other way around. If the rubber 
company has an arrangement with an oil company whereby it can 
sell through its outlets, then the oil company is entitled to a com- 
mission. 

Mr. Forey. Understand, Mr. Smith, I am not trying to trap you 
or anything like that. But I am trying to find out, because there has 
been some testimony along this line, and I am trying to straighten 
that out. 

Mr. Smuiru. I cannot see any reason why an oil company would 
pay a rubber company. 

Mr. Foury. Well, there had been some testimony on that. 

Now, could you explain or do you know anything about the finan- 
cial arrangements of your own company stores, how they are operated, 
how they are financed ? 

Mr. Smirn. These stores we have acquired so far we have acquired 
outright or leased the premises outright and we operate them as part 
of our own business. 

The stores are, of course—they have to have a financial accounting 
the same as any other section or segment of our outfit. 

Mr. Fotey. Have they shown a gain or a loss, the stores that you 
operate ¢ 

Mr. Smiru. Well, both. 

Mr. Forry. You have not had the experience yet in a company- 
store operation—— 

Mr. Suirn. That is right. The whole thing is too new to give any 
general answers regarding that. But the experience has not been 
identical throughout. 

Mr. Foury. Perhaps you could, being in the marketing research as- 
pects—perhaps you would know whether your con ypany’s auditors 
show that a prod is made by a tire dealer on the 714-percent service 
commission. 

Mr. Surrn. I am inclined to think that it is, otherwise why would 
they accept it? They are not compelled to do business on those terms. 

Mr. Forry. You think that is the one reason why they accept this 
business because there is a profit ? 

Mr. Smiru. J think there is a small profit; yes, sir. 

Mr. Fotry. Have you heard the explanations why, from some of 


the dealers, why they accept this? 
Mr. Smrru. Yes. I listened very carefully to the testimony of the 


dealers. 

Mr. Forry. For instance, some of them said they accepted because 
in handling a national account they also may get some of the passenger 
replacement tire business on the private automobiles of the company 


employees. 
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Mr. Smiru. Yes. And some of them mentioned that they could get 
a little recapping business as a result of this contact. 

Mr. Forry. Yes. 

Mr. Soir. So I suppose one way and another they do make a 
profit on it. 

Mr. Fotry. But they may make a profit on something other than 
the actual transfer of the tire to a national account. 

Mr. Smiru. Well, I imagine the 714-percent was figured out pretty 
carefully by the companies that offered it. 

Mr. Fotry. I have quite a number of questions, but the time is just 
too short to ask them all, I am afraid, Mr. Smith. Thank you very 
much. 

Senator Scuorrret, ‘Thank you very much. 

Mr. Smirn. Thank you, sir. 

Senator Scuorrret. The next witness is a representative of the 
General Tire Co, All right, sir, we will be glad to hear from you, sir, 
and you may give the reporter your name and your official position. 
I take it that you have your own way of presenting it here. 

Do you have a written statement ? 


STATEMENT OF HENRY H. McKEE, JR., DIRECTOR, MARKETING 
RESEARCH, GENERAL TIRE & RUBBER CO., AKRON, OHIO 


Mr. McKerr. Thank you, sir; I do not have a written statement. 

Senator Scuoerpret. Thank you, sir. 

Mr. McKer. My name is Henry H. McKee, Jr.; I am the marketing 
research director of the General Tire & Rubber Co. 

For the last 15 years I have been doing marketing research in the 
automotive field, and I want to say that I think we heard a very ca 
pable presentation of marketing in the rubber industry this morning 
from Mr. MacGowan. 

Anything that I might say about that presentation or about those 
figures would be duplic ation, and I think would be unnecessary. 

As you know, I came down to represent the General Tire & Rubber 
Co. at the request of the committee, and I think that I will rest the 
case there and, as the smallest company that is represented here, per- 
haps } you may have some questions that you would like to ask me. 

Senator Scuorrren. I would like to ask you a few general questions. 
I had the opportunity of hearing Mr. MacGowan’s testimony this 
morning. You have answered this questionnaire that was sent out by 
Senator Humphrey on behalf of the committee ? 

Mr. McKerr. We have answered a great deal of the information, 
Senator. There is some that is still to come. When I left Akron we 
were still working on it. 

Senator Scuorrret. And you have certain answers to those ques- 
tions that you would want competitivewise to be kept in the character 
in which you gave them ? 

Mr. McKer. W ell, we are so small that we could almost be out of 
business at the rate of some of our competitors that they are getting 
new dealers. So I think some of it should be, should remain, very 
confidential. 





* To be supplied. 
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Senator Scuoreprret. I take it, and it is a general thought of the 
chairman, that certain of those answers to those questions obviousl 
should be kept in the character in which they were solicited, and J 
certainly—I know that is the way it would be, and should be kept. 

For how many years have you had, say, the company-store ap- 
proach ? 

Mr. McKez. I cannot answer that specifically. It has been as long 
as I have been there, Senator. It has been 8 years, at least. 

Senator ScuHorrret. About how many company-owned stores do 
you have at the present time ? 

Mr. McKee. Now, we are getting on the subject that we need a 
little clarification on, perhaps. We have supplied information to the 
committee 

Senator Scnorrret. On that. 

Mr. McKee (continuing). On that, and I think that is, perhaps, 
the answer for the moment. 

Senator Scuorrret. Yes, all right. 

Mr. Fotery. Is there anything confidential about that, Mr. McKee? 

Mr. McKer. No. 

Senator Scnorrre.. I took it between 110 and 120, somewhere in 
there. 

Mr. McKee. That is right. 

Senator ScuorrreL. You may have some specific questions. 

Mr. Forry. All right. 

You are not going to rely on the fact, Mr. McKee, that you are one 
of the smallest in the industry, the tire industry ? 

Mr. McKer. In giving testimony ? 

Mr. Fotry. Well, yes. 

Mr. McKee. Of course not. 

Mr. Fotry. For instance, the Value Line Survey that Senator 
Humphrey quoted from included General Tire as one of the Big Five. 

Mr. McKer. That is right; and we are happy to be there. 

Mr. Forry. I just want to point out that Scnersl Tire actually has 
more company stores than U.S. Rubber. 

Mr. McKee. You are right, Mr. Foley. 

Mr. Forry. So in the company-store business it is even larger than 
U.S. Rubber Co. 

Mr. McKer. On the evidence that has been presented, that is right. 

Mr. Fortry. Now, you being in the divsion of marketing research, 
you no doubt know that the various costs of operation of your com- 
pany are such and such; is that correct ? 

Mr. McKer. Some. 

Mr. Fotry. Have you ever compared the costs of sales through com- 
pany stores with the cost of sales to independent dealers? 

r. McKer. Not specifically ; not specifically ; no. 

Mr. Fortry. Well, are those studies made at all, let me ask you first, 
or is it that you are not in the department that knows about them ? 

Mr. McKer. I do not think I can answer that; I do not know. 

Mr. Fotxy. They may make these studies or they may not, so far as 
you know ¢ 

Mr. McKee. They may make them. 

Mr. Fotry. How many of your company stores last year showed 
a profit and how many showed a loss? 
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Mr. McKee. It isa good question and I cannot answer it. 

Mr. Fotry. Is it available in the company ¢ 

Mr. McKee. I certainly will be glad to supply it to you.” 

Mr. Fotry. Do you deny that your company makes sales to accounts 
below dealers’ costs ? 

Mr. McKer. From everything that I know I do not believe that is 
true. I do not believe that we make sales below dealer costs. 

Mr. Forry. I just want to recall to your mind that the Goodyear 
representative who appeared here today admitted that the Goodyear 
Co. does make sales to national accounts below the dealers’ costs. But 
you feel that General Tire & Rubber Co. does not; is that correct ? 

Mr. McKer. To the best of my knowledge, that is right. 

Mr. Fotry. Well, you ought to know, shouldn’t you, in the market- 
ing research? You ought to know one way or the other whether they 
do or do not. 

Mr. McKee. I am not in the sales department and do not help set 

rices. 

Mr. Fotry. What does your division of the company do, sir? 

Mr. McKer. We are primarily concerned with trying to evaluate 
our competitive position in different markets. I would say that is 
our primary objective, and to some extent determining the markets for 
new products. 

Mr. Fotry. In doing that you have to know something about what 
the price of the tires is; isn’t that correct ? 

Mr. McKee. Not necessarily, no. We are primarily concerned with 
how many of them we sell in relation to the industry, in that market. 

Mr. Forry. So that brings up the point that has been constantly 
brought up by the tire dealers all through the hearings, that what 
the companies are primarily interested in is volume; is that correct ‘ 

Mr. McKee. I do not think you can say that entirely, Mr. Foley, 
because the tire companies depend on dealers, and the General Tire 
& Rubber Co. depends more on dealers than anybody else, and has 
from the very beginning of time, for their position in the industry. 

Mr. Forry. You said that your bureau, the purpose of your bureau, 
was to assess the competitive advantage with the other companies or 
is it the industry ? 

If your company relies on your office to assess that, and you assess 
it on the basis of volume, your company then must rely on volume 
to a considerable extent in assessing its position in the industry. 

Mr. McKer. That is true as far as relying on our position in the 
industry or determining our position in the industry. But it is not 
true as far as determining profit is concerned or as far as determining 
ae or the progress a dealer is making. 

. Forty. What aids, or what does your company do to inquire 
as to the progress that a dealer is making, and what aids do you give 
him ¢ . 

Mr. McKes. This is a long story, Mr. Foley, and we give a dealer 
all of the same aids that the other companies have mentioned here 
today. I don’t think we have anything particularly different. 

Senator Scnorppe.. Is a lot of that dependent upon what you find 
your competitors are doing ? 





"To be supplied. 
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Mr. McKer. It is partly dependent on that, but I think it is more 
dependent upon the opportunity that we see in the market for that 
dealer, and the extent to which he is willing to work with us to cap- 
italize on that opportunity in that market. 

Mr. Fotry. Well, getting back then to your earlier testimony, Mr. 
McKee, why is it in your “bureau—I take this as a rank novice in 
marketing research but why is it your division, in assessing a 
competitive area, why does it rely mainly on the amount of tires you 
are distributing in the area rather than the price of the tires as com- 
pared with your competitors’ tires ? 

Mr. McKee. Really, Mr. Foley, perhaps I don’t quite understand 
your question, but there isn’t a great deal of connection between the 
price that we charge and the price that a competitor charges. What 
we want to know is how we stand in the market, and that we deter- 
mine by the figure used here earlier of a sale per vehicle, and it has 
nothing to do—we make no studies at all of competitive prices in any 
market. We have no polls of any sort. 

Mr. Fotry. So you are simply concerned with the number of tires 
that you are selling in a given area as related per vehicle ? 

Mr. McKexr. In relation to the market that is there, based on the 
number of vehicles. 

Mr. Fotry. Why is that particularly significant to you? 

Mr. McKer. Well, it is kind of like any other consumer market. 
You try to find a standard that you can use to measure your success 
in satisfying that market. 

Now in shoes, it might be the number of people who are walking 
around; in automobiles it is the amount of money that people have 
available to spend on automobiles. Automobiles are the indicator of 
the market for automotive products. 

Mr. Fotey. I suppose when you find an area where you are below 
your national average, you want to get in there—you make every 
effort to get in there. 

Mr. McKer. That is right. 

Mr. Forry. And if there isn’t a dealer in there, you set up a com- 
pany store. 

Mr. McKee. Mr. Foley, this is not entirely right, and I think per- 
haps the time has come to distinguish between a company store, as 
given you in our letter, and as ordinar ily understood in the industry. 

Mr. Forry. All right. 

Mr. McKee. Our company stores, as stated in that letter, total 114. 

Mr. Foiry. That is right. 

Mr. McKer. Now of those, I think in the letter it states that there 
are only 34 that do not have buy-out contracts as of March 15, 1959. 
Therefore, 80 of those stores have a buy-out agreement. Those store 
managers have a buy-out agreement as of that date. We call them 
stores, but that is the arrangement that we have. 

Mr. Foiey. Would you explain for the record what you mean by a 
“buy-out agreement” ? 

Mr. McKer. They have a contract with the company, the terms of 
which give them the right to buy out the store location which they 
are operating as a manager. 

Mr. Fotey. How many such agreements have been consummated 
with the company ? 
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Mr. McKee. I can’t answer that. It varies from time to time, as 
we take on somebody new and perhaps as somebody fails to live up to 
expectations. 

Mr. Forry. Have any been carried out? 

Mr. McKee. You mean have any of them bought out? 

Mr. Forry. Yes. 

Mr. McKer. Oh, my, yes. 

Mr. Forry. How m: ny ? 

Mr. McKer. I can’t answer that question. 

Mr. Fotry. Would it be more than 10 or less than 10? 

Mr. McKee. I can’t answer it. I will be glad to supply it. 

Mr. Forry. It may be 1, or it may be 50, so far as you know ? 

Mr. McKer. It could be. I wili be gl id to supply the information 
to you. 

Mr. Fotry. I wish you would. 

Mr. McKee. Yes. 

Mr. Forry. But I think, to get back to your marketing division, 
there is a primary emphasis on volume, is that correct? The market 
standing ¢ 

Mr. McKer. I think you could say that, yes. Volume is necessary 
in any company, but you get that volume through the profitable 
operation of the small, inde “pe ndent dealer. 

Mr. Fotry. When you go into an area where you have been below 
your national average, and then raise it, that changes the national 
average. You then go into the rest of the country and try to— 

Mr. McKee. All of our salesmen get awfully tired of me in doing 
just exactly that, to point the finger here and there, and then the other 
place. 

Mr. Fotry. So once again in the marketing research you are pri- 
marily interested in market standing ? 

Mr. McKee. Yes. 

Mr. Foutry. I believe that is all. 

Senator Scnorrren. I don’t think I have any more questions. 

Thank you very much. If as you have indicated, you will furnish 


the additional information that you have, it will be received and filed 
in the record.*9 


Mr. McKer. Thank you. 

Senator Scnorpren. The next witness, the next company to be 
heard from is the B. F. Goodrich Co. 

We will be glad to hear you, gentlemen, and I note you have a pre- 
pared statement here, a copy of which I have before me, and you may 
proceed as you wish. 


STATEMENT OF KARL NYGAARD, DIRECTOR OF BUSINESS RE- 
SEARCH, B. F. GOODRICH CO., AKRON, OHIO; ACCOMPANIED BY 
G, T. KILMON, ASSISTANT SECRETARY AND COUNSEL 


Mr. NyGaarp. Thank you, Senator. 


~My name is Karl Nyga: ird, and I am director of business research 
for the Goodrich Co., in which I have been employed for the past 5 





*®To be supplied. 
® To be supplied. 
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years, and before that as a business economist with the U.S. Depart- 
ment of Commerce, and before that with the State of North Carolina. 

We have submitted testimony which you have before you. We 
have submitted additional material which we would like to have as 
part of the record, in view of the comments and testimony you have 
heard the last couple of days. 

Senator Scnorpre.. It will be so ordered and will be inserted in the 
record, following your testimony.” 

Mr. Nycaarp. This statement sets forth the position of the B. F 
Goodrich Co. on the subject of dual distribution in the tire industry. 

In May 1943, the B. F. Goodrich Co. stated to the Senate Small 
Business Committee, with respect to the so-called rubber tires bill then 
before the committee, that it strongly opposed the passage of any 
measure which would limit the right of anyone to enter, or to remain 
in, the retail tire business. We emphatically repeat this opposition 
today. 

Such a measure presently before Congress is Senator Murray’s bill 
S. 52 ** to provide for the retail distribution of tires, et cetera, only 
through independent tire dealers, which has been referred to the Com- 
mittee on Interstate and Foreign Commerce. Any such measure, if 
constitutional, would, of course, be a restraint upon ease of entry into 
the retail tire market, one of the yardsticks used by the Government 
when investigating alleged monopolies. It would constitute class 
legislation and would involve the application of uneconomic principles 
on the erroneous assumption that it would favor independent tire deal- 
ers when in reality it would result in depriving many small dealers 
of quick deliveries from nearby stocking points and the buying public 
of sources of supply now available to it. 

We in the B. F. Goodrich Co. have always placed our major reliance 
upon the independent tire dealer, to whom and in whose interest our 
system of distribution to the replacement trade has been geared. 
Throughout our history, we have sought to encourage and develop our 
independent dealers, and have spent millions in the process. Today, 
and for many years past, less than one-third of our sales of our own 
brands of tires to the replacement trade have been through our own 
stores. Our B. F. Goodrich stores have been established to supplement 
our dealer distribution, not to replace it. That has been our policy 
from the beginning, was so stated to this committee in 1943, and this 
is our policy today. The record, therefore, does not support any 
suggestion of intent to capture our dealer market. 

The origin and growth of manufacturer-operated tire stores—let’s 
take a look at that for a moment. 

The retail stores operated by tire manufacturers came into being 
because of the economic necessity of maintaining retail distribution 
in those markets where adequate independent dealer representation 
could not be found, and I noted that in some of the testimony pre- 
sented to this committee in the last several days that was substantiated 
by a number of dealer witnesses. 

The increased cost of doing business during the mid-twenties, com- 
bined with increasing competitive pressures, made the tire business 





See exhibit 18, pp. 357-360. See also appendix II, p. 364. 
“ §. 52, a bill to provide for the distribution of motor-vehicle tires, and for other purposes, 
introduced by Senator Murray of Montana, Jan. 9, 1959. 
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unattractive to many large dealers. The phenomenal growth of the 
automobile industry after World War I created a tremendous expan- 
sion at all levels of the automotive trade, including the retailing 
of tires, batteries, and accessories. The inevitable shakedown which 
resulted was made more severe by the business failures of the early 
years of the depression, and tire manufacturers thus found them- 
selves with increasingly inadequate distribution in many major 
markets. 

B. F. Goodrich first entered the retail store field in 1927 on a strictly 
experimental basis, with a limited number of its own stores during 
the first few years. The impact of the great depression of the thirties 
forced a rapid expansion in the number of such retail outlets. Many 
dealers were forced into bankruptcy and B. F. Goodrich had the 
choice of abandoning market after market, leaving consumers in 
local trading areas w ‘ith a limited choice in the purchase of tires, or 
of establishing its own stores as the only means of keeping open its 
channels of retail distribution, and thus maintain, insofar as pos- 
sible, steady factory employment during those difficult years. 

Today, after 31 years in the retail store field, we operate 458 B. F. 
Goodrich stores in 444 markets throughout the ‘country. The follow- 
ing table shows, with the exception of the 1950 era, a fairly constant 
level in number of such stores in operation since 1940: 


B. F. Goodrich B. F. Goodrich 
At year end: stores At year end—Continued stores 
RS ci irati ccran dain etiaidenites 163 OS i tte Be 552 
a a rae 347 I ia tila han aek ace tae 486 
oa acc aes aeniecaeehincs dies ecoeem 455 SONGS, SPO Hck ceeceecseson 458 
BO ook beeen LL 451 


As you see from the table there, we started with 163 in 1930, and 
this has reached a level of 455 in 1940, reached a peak of about 552 in 
1950, and as of June 1, 1959, the figure is 458, the figure that I men- 
tioned earlier. 

Senator Scnorrret. You may have it covered in your statement, 
and if you have, why, you don’t have to answer it. 

Do you maintain a policy such as was indicated awhile ago by the 
General Tire Co. representative where you give the manager of that 
store an option to purchase ? 

Mr. Nyeaarp. Yes, sir; and I am going to mention that here. 

Senator Scuorprri. Excuse me then, go ahead. I had not had the 
opportunity of reading ahead. 

Mr. Nycaarp. A B. F. Goodrich store in a given market. is estab- 
lished only after all efforts to obtain an independent dealer have been 
exhausted. B. F. Goodrich’s policy has always been to operate retail 
stores purely as a defensive measure, and it stands ready to sell any 
of its stores to an independent operator if and when a purchaser with 
sufficient capital, ability, and experience appears. 

There has been some question, I think, as to sincerity on the part 
of some of the dealers present, and I want to back up to the question 
you asked, as I recall, that in regard to our stores there is not a definite 
contract in the sense that the manager can operate, can take over the 
store in the sense that there is a legal contract, but this is our policy, 
and I think that it will be borne out by the next sentence here with 
regard to the facts that we have, that since 1950, B. F. Goodrich has 
opened only 63 new stores while closing 157, a net reduction of 94 or 
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nearly 17 percent. Of the 157 stores closed during this period, 29, 
or more than 18 percent, were sold to independent dealers, and this 
is our policy today, and I know that for a fact any one of our B, F. 
Goodrich stores is up for sale to the right man. 

An early example of this is Johnstown, Pa., where a B. F. Good- 
rich store was established in 1941, because of our inability to maintain 
adequate dealer representation. We employed an aggressive young 
store manager who was very successful and who indicated a ‘desire 
to purchase the business. Four years later this store was sold to him, 
with B. F. Goodrich advancing to him almost the entire amount re- 
quired for the purchase of the business. He has continued to grow 
and prosper as an independent tire dealer through the years, and re- 
cently has purchased two additional B, F. Goodrich stores in neigh- 
boring markets. 

Another typical case occurred in Marshall, Tex., where in 1955 our 
established dealer wished to expand his distribution to cover the 
Longview, Tex., area. We thereupon sold our Longview store to this 
dealer and, when 3 years later he wanted to further expand, we did 
the same at Gladewater, Tex. 

Another is Miami, Fla., where one of the oldest B. F. Goodrich stores 
was closed in 1957 when a large independent dealer upon acquiring 
our franchise took over our entire retail operation in Dade County. 
Many other similar examples could be cited, and I would like to add 
for the record at this point that all of these stores were eminently 
successful and profitable stores at the time they were sold to the 
dealer. 

Today, 5 tire manufacturers distribute portions of their replace- 
ment tire sales through about 1,935 company-operated stores. There 
have been several general causes contributing to this now established 
practice. 

First, tire manufacturers with national distribution feel that they 
should be represented in most of the 7,500 markets with registrations 
of 500 or more vehicles. As suppliers of tires for original equipment 
on motor vehicles, they must have sales and service outlets in all im- 
portant trading centers to serve car dealers and their customers. The 
motor vehicle manufacturers expect this, and the tire manufacturer 

realizes the necessity if its position in the replacement trade is to 
be retained. Its obligations to its customers, to its employees, and 
to its stockholders have thus made necessary the establishment of com- 
pany-operated stores in certain of the more important markets when 
all efforts to secure or retain adequate dealer representation have 
failed. 

Second, dealers die or retire from business, partnerships break up, 
and frequently the loss of a dealer to a competitor without warning 
will leave the former supplier without adequate representation in the 
trading area. Many B. F. Goodrich stores have originated under these 
very circumstances, A tire manufacturer cannot sit idly by and al- 
low his customers to drift to another brand being energetically pushed 
by his former dealer. 

Third, general business depressions with their accompanying dealer 
failures, the inability to find dealer prospects with adequate capital, 
and the unwillingness of other dealer prospects to risk their capital 
have been important contributing causes to the establishment of com- 
pany-operated stores. 
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Fourth, during World War II a great many dealers went out of 
business to enter the military service or to engage in remunerative 
war industry jobs. The termination of hostilities was followed by 

a period of expansion and rapid increase in sales to supply the pent-up 
civilian demand. These conditions made sufficient new dealer pros- 
pects more difficult to find, and satisfactory retail representation was 
obtainable only through additional company-operated stores during 
these and postwar years. 

Again, I have another example. It just occurred to me in this 
question of our policy with regard to sale of a company store to 
dealers and in connection with World War IT case, we had an exam- 
ple in Texas where the gentleman there wanted to enter the war 
service, and he did, and at that time he wanted us to buy his opera- 
tion, which we did. 

When he returned from the war he wanted to buy it back, and we 
sold it back to him on exactly the same basis that we purchased it 
from him when he went into the service. 

Let’s take a look for a moment at the charge of monopoly. 

It has been said by some opponents of dual distribution that tire 
manufacturers entered the retail store field in order to monopolize 
the retail tire market and force independent dealers out of business. 
oF. Goodrich’ s store policy, as explained above, and its record of 
store openings and closings completely refute any such claim. The 
number of B. F. Goodrich stores now in operation is approximately 
the same as in the 10-year period 1937 through 1946, despite the fact 
that since that time the industry volume of passenger tires sold to 
the replacement trade has more than doubled. See the attached chart 
showing the comparison trend in industry replacement passenger car 
tire shipments and number of B. F. Goodrich stores. (See exhibit 
16-A, p. 347.) 

The same would appear equally true from the constancy in number 
of retail stores operated by the 5 tire manufacturers, which now 
total about 1,935 as compared with approximately 2,000 in May 1943, 
as estimated in our statement to the committee at that time, and 1,883 
as found to exist in 1947 by Dr. Warren Leigh, dean of the College 
of Business Administration at the University of Akron and a recog- 
nized authority on the marketing of tires and tubes for many years 
(See his study 5 on automotive tire sales by Distribution Channels, 
p. 14, as published Dee. 30, 1948.) 

In that study, covering the years through 1947, Dr. Leigh shows 
that at no time had the unit tire sales of manufacturers’ stores ex- 
ceeded 12 percent of total unit replacement, which point was reached 
in 1935. 

His study shows further that for the 10-year period ending with 
1946 such unit sales ranged between 8 and 10 percent of total unit 
replacements, and that using 1941 as a base the unit tire sales of 
manufacturers’ stores and of independent distributors and dealers 
increased at almost the same percentage rate during the 5 years end- 
ing with 1946, at which time the sales of the latter leveled off, where- 
as those of the stores nosedived to 6 percent of total unit replace- 
ments during 1947. 

While data is not available for years since Dr. Leigh’s 1947 study, 
he then stated that he “would expect these stores to account for be- 
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tween 7 to 9 percent of replacement sales in the future.” Since the 
number of such stores remains about the same as then, it is reasonable 
to assume that Dr. Leigh’s prediction is being borne out in some in- 
formation submitted to the committee by Dr. Leigh.‘? This shows 
in 1958 the share of the market held by company stores was less than 
8 percent, so it remained fairly constant throughout the postwar years, 

Now, what about the independent dealers’ share of the replacement 
market? In an affidavit filed in the U.S. District Court for the Dist- 
rict of Columbia in August 1955, in connection with proceedings re- 
sulting from the Federal Trade Commission’s promulgation of the 
now defunct quantity limit rule 203-1, Dr. Leigh explained that in 
the early years the “distributors and dealers” label was in fact an 
“all others” or “residual” category including all those purchasers from 
manufacturers who were left after there had been separated out those 
purchasers which were identifiable from data then available, as being 
members of specific marketing groups, such as oil companies, chains, 
mail-order houses, cooperatives, department stores, et cetera. He 
further explained that as the market expanded and developed mar- 
keters became more distinctive in character and function and more 
readily classifiable because of this and because of refinement in the 
manufacturers’ bookkeeping methods. 

Therefore, Dr. Leigh stated that the distribution data for the years 
1926 through 1936 were unreliable for comparison with later years, 
He concluded that the data in his 1947 study for the years 1937 through 
1947 indicated that the “distributors and dealers” category held its 
own against other identified channels of distribution and that, further- 
more, between 1937 and 1947 such category as a group more than 
doubled its sales of tire units and multiplied by 21% its dollar-sales 
volume. 

Again the information which Dr. Leigh has brought up to date in 
his more recent studies and this information which has been submitted 
to the subcommittee, this conclusion that the independent distributor 
and dealers’ share of the market, in fact, has grown and I believe in- 
formation was presented this morning that the most recent informa- 
tion showed the independent dealers, their share of the total replace- 
ment market, was about 72 percent, whereas before it was 67 or 67.5 
percent. 

Having thus dealt with the “distributors and dealers” category, Dr. 
Leigh then said at page 29 of the affidavit: 

Let us turn to a classification more significant for the purpose of this pro- 
ceeding: Independent tire dealers.* When one looks at the number and sales 
volume of independent tire dealers, the absence of monopoly is again graphically 
illustrated. According to my calculations, independent tire dealers accounted 
for 75.8 percent of unit tire sales in 1947— 


maintained at approximately that volume. 

Then he went on to list the number of dealers in 1947 in the dis- 
tributors, direct distributors, and dealers, numbering approximately 
127,000, and accounting for about 51.7 percent of the total unit replace- 
ment sales. 


42 See ane. II, pp. 364-367. 

*Excluding from the term “independent,” as does the census, (1). all service stations 
ot by oil companies, and (2) all stores operated by tire manufacturers, by chains 
(four or more outlets), by mail-order houses, and by cooperatives. 
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The associated dealers and associate stores and chains about 5,750, 
and finally the independent service dealers, about 180,000, accounting 
for about 21.6 percent of the market. 

So therefore we have a total of almost 313,000 indepedent tire 
dealers, and this was based on 1947. To the best of my knowledge, 
this figure is higher today. 

(Dr. Leigh’s table referred to is as follows :) 


———_ — _ 7 —————— _ _—_—_____—__ —EEEEE — 


| | 
Percent total 
| Estimated | Unit tire tire unit re- 
| number 

| 

















volume placement 
sales 
Distributors and dealers direct—excluding company-owned 
stores. Associate dealers of: company-owned _ stores 127, 000 32, 513, 000 51.7 
dealer-distributors 
Associate stores of chains..............- si pth aaah can 5, 750 1, 546, 000 2.5 
Independent service station operators (local dealers) - - --- : 180, 000 12, 500, 000 21.6 
hh vt Madly bh ahah idqughacmasaxinnebebias shatiavds 312, 750 | 46, 559, 000 75.8 








Mr. Nyeaarp. Again Dr. Leigh’s studies showed, and I am quoting: 

The showing of such independent tire dealers in 1947 was a substantial in- 
crease over their performance in 1937. The figures for 1937, comparable to the 
1947 data given in the table in paragraph 48 above, are: Distributors and dealers, 
et cetera, 52.4 percent; associate stores of chains, 1.9 percent; and independent 
service station operators, 13.4 percent. It thus appears that independent tire 
dealers went from a total of 67.7 percent of the replacement tire business in 
1987 up to 75.8 percent in 1947. This increase in percentage reflects an even 
larger increase in number of unit sales: from 20,136,000 units in 19387 to 
46,559,000 units in 1947. 

I believe in 1958 the unit sales of independent dealers exceeded 15 
million units. 

Now, there can hardly be any basis for claiming danger of monopoly 
in the retailing of tires when manufacturer-operated stores total less 
than 2,000 with less than a 10 percent share of the replacement mar- 
ket, as compared with more than 300,000 independent dealers with 
a 75 percent share of the market. 

On the other side you have, I would say as compared with more 
than 300,000 independent dealers who have got roughly three-fourths 
of the total market. B. F. Goodrich, incidentally, has—I will make 
acomment for just a minute on this point. 

There was presented in some previous testimony figures regarding 
the number of independent dealers, and Mr. MacGowan discussed this 
subject very ably this morning. The point had been made, I think, 
in previous testimony in the last several days that somehow or other 
we were supposed to look only at the independent tire dealer category 
in terms of roughly 18,000 dealers, and the thing that disturbed us 
about that is the fact that we know B. F. Goodrich alone has approxi- 
mately 25,000 independent dealers ourselves, of which probably 18,000 
are associated dealers, and somewhere around almost 7,000 are in- 
dependent tire dealers, direct tire dealers themselves. 

The hard fact is that the field of retail distribution is naturally 
unsuited to the attainment of monopoly. The economies of mass dis- 
tribution, such as specialized supervision, superior personnel training 
programs, and large buying power, are effective only up to a certain 
point. Once that point is reached, additional advantages cannot be 
gained and, in fact, disadvantages have already begun to set in. Or- 
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ganizations become cumbersome, management problems grow too large 
to be hi indled efficiently, redtape multiplies, supervisory and operat- 
ing costs increase, and smaller, lower cost marketers gain competitive 
advantages. In all history no field of retail distribution has appeared 
where the economies of size were of such magnitude that competitors, 
whether independent or chain, could be forced to abandon the field, 
The bugaboo of chainstores replacing independent merchants looks 
only at the advantages of size and neglect the disadvantages. 


THE CHARGE OF UNFAIR TRADE PRACTICES 


The contention that tire manufacturers’ retail stores tend toward 
monopoly can rest only on the assumption that such stores possess 
competitive advantages which permit them to unfairly compete with 
independent tire de: vers. We submit that the « competitive advantages 
necessary to achieve monopoly do not exist, and tnat the profit motive 
of the tire manufacturer as related to its retail stores, together with 
the paramount self-interest motive to preserve a healthy dealer organi- 
zation, works to the advantage of the independent dealer rather ‘than 
of the store. We will now take up the charges sometimes made against 
manufacturer-operated stores. 

1. That manufacturer-operated stores do not need to make a profit 
and therefore can undersell independent dealers: 

This point was made several times in the testimony in the last 
several days. 

Each B. F. Goodrich store is created as a separate business entity 
and all of its expenses of operation, including full rent and occupancy 
costs, are charged against its operating income. 

Senator Scuorpre. Is that set up as a separate accounting unit? 

Mr. Nyeaarp. Separate accounting unit; yes, sir. 

Senator Scuorrren. Which can be traced ? 

Mr. NyGAarp. Which can be traced; yes, sir. 

Senator Scuorpren. All right. 

Mr. Nyeaarp. The store manager, and other key employees, receive 
a substantial portion of their compensation in the form of a bonus 
which is dependent on and paid from the store’s own net profit, thus 
furnishing the store personnel with a profit incentive. Stockholder 
interest, likewise, demands that each segment of our business operate 
at a profit, and management policies with respect to our B. F. Good- 
rich stores are accordingly made with this as a primary objective. 
Our record of closing of unprofitable stores eloquently affirms this. 

I would like to add one other point at this point right now. Over 
the past 30 years the B. F. Goodrich Co, has operated company 
stores—we have operated these company stores at a substantial profit, 
and I mean a retail profit, not a manufacturing profit. 

2. The second charge that manufacturer-operated stores receive a 
preferential buying price: 

B. F. Goodrich has always avoided any policies which might give its 
own stores an unfair advantage over independent dealers. Tires are 
charged to our B. F, Goodrich stores at the same net price as the net 
selling price to our independent dealers of similar annual volume. 

Actually, our largest dealers enjoy net buying costs lower than those 
charged to many of our stores. 
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I think I might again add at that point that this is again a question 
of our paramount self-interest, and where the bulk of our own pro- 
duction is going through the independent tire dealer it would certainly 
make poor sense to attempt to drive them out of the market when our 
own stores account for a much smaller share of the business than the 
mote ndent dealer. 

The third charge is that manufacturer-operated stores are fav- 
or oa with “special buys.’ 

When “special buys” (extra discounts on discontinued lines, special 
promotions, etc.) are offered, our practice has always been to offer 
them first to our dealers. Actually, the dealers may “load up” during 
such periods, whereas our stores are permitted such “special buy” 
privileges only on the quantity sold by them during a specified tem- 
no. period, , 

That manufacturer-operated stores are favored in the allocation 
of merchandise during periods of shortage: 

Actually the reverse is true. Our stores cannot leave us, but our 
dealers can. Here it is a question of our own self-interest. 

In our own self-interest we must first supply the requirements 
of our dealers. In addition, our dealers are free to purchase in any 
quantities they wish, whereas our stores’ inventories are controlled 
with a rigid pattern based on turnover. 

We are very careful with respect to this question of inventories at 
all levels of our operation, and particularly so with regard to our 
company stores. 

The fifth charge is that manufacturer-operated stores are oper- 
ated in direct competition with dealers who buy from them at whole- 
sale. 

It is estimated that the operation of all the 1,935 manufacturer- 
operated stores is limited to much less than 1,000 cities. Thus, of 
the 7,500 markets with 500 or more car registrations, independent tire 
dealers in at least 6,500 markets have little or no competition from 
manufacturer-operated stores. Our own B. F. Goodrich stores are 
presently operated in only 444 markets. Therefore, in over 7,000 of 
such markets, or 94 percent of the total, we have no stores and are 
represented solely by independent dealers. 

Senator Scuorrrer. Let me ask you this question here, if you do not 
mind an interruption. 

Mr. NyeGaarp. Yes, sir. 

Senator Scnorrret. Looking over the record quickly—I may not 
be accurate in my memory, because I had so many things going on at 
the same time in the last few days—do you supply your stores, com- 
pany-owned stores on consignment or do they have to pay cash ? 

Mr. NyGaarp. Those inventories, Senator, are charged to them on 
a dollar basis, and the same basis that we charge to any dealer. 

Senator Scnorrren. On the same basis? 

Mr. Nyeaarp. That is correct; on a dollar basis. 

Senator Scuorpren. That clears up the point I had in mind. 

Mr. Nyca Arp. I would like to add one other point here. As I say, 
in these 7,000 markets represented by independent dealers, I was 
going to : add parenthetically that in many of those markets we are 
not represented, as a matter of fact, at all but by independent dealers, 


and many of these are important markets, and the franchise is avail- 
able. 
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Actually, B. F. Goodrich stores are not only the direct cause of 
many dealers being in the tire business but also promote increased 
business for others, by acting as a supply point for many small dealers 
who cannot afford to carry more than a few tires for lack of space, 
and so forth. Complete inventories are thus made more accessible 
to the small dealer, without the necessity of his investment therein. 

Senator Scnorrret. When you sell out of that store, say, to some 
of the smaller ones around here, this is the very point you raise right 
here, do you give them the benefit of what would be a discount price? 

Mr. Nyeaarp. The discount price, sir, would be—this would be de- 
termined by the store and would have to be based upon the volume 
purchased by the particular dealer in question. 

Senator ScHorrrer. Isee. Proceed. 

Mr. Nyeaarp. These small dealers also share in the benefits of store 
advertising and promotion. They receive help in servicing customer 
complaints, adjustments, and so forth. The manufacturer-operated 
store, acting as a supply point, has been responsible in large measure 
for the growth of the small service station dealers who, as a dynamic 
new group of independent tire dealers, now channel such a substan- 
tial portion of passenger car tires to consumers. Without such sup- 
ply point stores, thousands of these small independent dealers vail 
no longer have nearby, dependable and well-stocked sources of supply. 

Senator Scnorrret. I might say there just on a personal basis, 
most of us own automobiles. Most of us have some favored filling 
station that we think gives good service, and it takes care of the mem- 
bers of our family when we are not around; and a number of times I, 
frankly, have purchased tires, several times for my automobile, at 
the filling station that services my car, and sells me the gasoline and 
the oil. So frequently he puts those tires on and we work out some 
deal. I presume that has developed all over the country, has it not? 

Mr. Nya@aarp. Yes,sir. This has been 

Senator ScHorrret. Rather than going down, as I could have gone 
down, in my city of Wichita, driving much further possibly to a com- 
pany or an independent tire dealer who carries that line of tires. 

Mr. Nyeaarp. This dealer to which you refer, the point we make 
is, this is an independent businessman. 

Senator ScHorrret. That is right. 

Mr. Nyceaarp. And very often a very small, independent business- 
man, I think, Senator, your statement points up dramatically the fact 
that what the consumer wants and what he wants to do, that, in large 
part, determines the kind of channels of distribution we have in a 
particular product. 

This gets to be a measure of convenience to have a small store 
located right around the corner from you to change a tire, and this 
has been, I think, one of the primary factors in the growth of the 
number of the small independent businessmen. 

6. That manufacturer-operated stores sell at prices below those of 
independent dealers: 

Our B. F. Goodrich stores’ resale prices are controlled by policy 
set by home office management and administered in the field by our 
23 zone managers. Deviations from this policy are permitted only 
after approval of the zone manager and the home office and then only 
to meet the equally low price of competitors. In contrast to this 
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rigidity and control over our store managers, independent dealers 
have complete flexibility in setting their own selling prices. 

Shopping surveys conducted by recognized independent market 
research agencies have confirmed the fact that’ independent dealer 
quotations are consistently below those of manufacturer-operated 
stores, as shown by the attached chart, which points that up. 

The first of these three shopping surveys was made in 25 cities in 
June 1940, the second in 23 cities in April 1941, and the third in 28 
cities in April 1959, the most recent survey. 

I just happened last night to think about the dealers who testified 
before this committee, and I noticed that seven of the markets were 
markets that these dealers represented, and were included in this sur- 
vey covering these cities. 

But in each case, a sufficient number of Goodrich, Goodyear, and 
Firestone dealers and their company-operated stores were shopped in 
the cities included in the survey to obtain a valid statistical comparison 
between net prices charged by dealers and by company-operated stores 
for the currently popular size and type of tire. In the most recent 
survey, the trained interviewer asked for the price of a first-line 
6.70x15 black rayon tubeless tire, mounted and without trade-in. The 
specific name of each company’s first-line tire was used and every 
effort was made to create a normal buying situation between the 
shopper and the store or dealer employee. These surveys showed 
that, without question, the prices offered by the dealers are well below 
those offered by the stores as follows: 


Average price 


1940 survey | 1941 survey | 1959 er 
(6.00-16 4 ply | (6.00-16 4 ply | (6.70-15 4 ply 
BSW 90 BSW 100 B 




















SW 100 
level) level) level) 
are COE... cccadenendensccasbbbadexenune $12. 09 $12.15 $26. 86 
EE CRN. is San kaneidlasseddewbsterutincatsuubbekns 11. 48 11. 23 23. 97 
PE Siddlscsiiuccsadcdactcsdobusameeundaedadand .61 . 92 2. 89 
Percent differential Pe ee 8 i 


It shows that in 1940 the differential was about 5 percent, that is, 
the price charged by the independent dealers was 5 percent under 
those charged by the company stores. 

In 1941 it was 8 percent, and the most recent survey it showed about 
12 percent. 

Mr. Fotry. May I ask a question ? 

Senator ScHoEpPPEL. Yes, indeed. 

Mr. Fotry. Do we have the information regarding this survey in 
the material you submitted ? 

Mr. Nyaaarp. I believe that is right. 

Mr. Fotry. I have not had an opportunity to examine it. 

Mr. Kitmon. We have furnished you two mornings ago with all of 
the information you have requested, except the names and addresses 
of the interviewers; we furnished you all the evidence. 

Mr. Fotry. Thank you. 

_Mr. Kitmon. The reason we were not able to furnish you that par- 
ticular information was that the names and addresses of the inter- 
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viewers or pollers were out in the marketing agency’s field offices, and 
it was too late to get it when you asked us for it, and we will furnish 
it to you if you still desire it. 

Mr. Fotey. Not until further notice. 

Mr. Kitmon. All right. 

Mr. Nyeaarp. It will be noted that the differential between the aver- 
age price quoted by the dealers and the average price quoted by the 
stores has widened in favor of the dealers as compared with those of 
two earlier surveys. These surveys, in each case, prove there is no 
justification to the complaint that manufacturer-operated stores in- 
dulge in cutthroat competition with independent dealers. 


SHOULD TIRE MANUFACTURERS SELL DIRECT TO LARGE CONSUMER 
ACCOUNTS 


In nearly all lines of business, industrial users commonly buy 
direct from manufacturers of the products they need in large volume. 
This is not only due to their desire to retain home office control over 
their buying price and other terms of purchase, rather than entrust 
this to their field personnel, but also to the fact that to a large degree 
they may not require the same delivery, credit, and other servicing 
demanded by other accounts. As in the case of the U.S. Government, 
they refuse to pay for services they do not need and trade with a manu- 
facturer who is willing to sell to them directly at a delivered price 
uniform throughout the country. 

Our B. F. Goodrich prices to these national and other large in- 
dustrial consumer accounts, which vary according to their volume, 
are consistently higher than those to our average volume dealer. 
Our billing terms to these accounts are 10 prox. on all types of tires, 
whereas our dealers enjoy the additional benefits of spring dating and 
other credit programs. 

Mr. Fortry. Will you explain for the record what you mean by 

rox. 

Mr. Nyeaarp. The 10th prox. relates to the 10th of the month in 
which the dealer can pay his bill. 10th prox. would mean the dealer 
has approximately a minimum of 45 days to settle his amount, and 
the 10th second prox. you just add another 30 days to that. It is the 
month following. 

Senator Scuorrpret. That was my understanding; it was my un- 
derstanding that always referred to the following month. 

Mr. Nyeaarp. That is right. 

These national accounts never receive the various temporary promo- 
tional allowances, price protection, or advertising cooperation which 
are extended to dealers. In fact, the only type of service provided 
to these accounts is the mounting of the tire on the vehicle, which 
service is performed by the dealer or store making the delivery. 

Our dealers—and I want to emphasize this—our dealers, all of 
whom are eligible to participate in this industrial account business 
regardless of size or buying price, are paid a 10-percent commission 
and allowed certain other credits for this sale and delivery service, 
with no credit or collection risk, on business which otherwise would 
not be available to many small and scattered dealers by reason of the 
home office buying policies and practices of these accounts. 
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I think it is worth repeating that this question of national ac- 
counts is such that our program makes it possible for many a small 
dealer to participate in business, receive a 10-percent commission 
which otherwise would not be available to him. 

Senator Scuorrret. Let me ask you a question right there. You 
may or may not know this; but as a result of this contract now, these 
contracts between these manufacturers and these national accounts, 
and the way you tie in, say, on your dealer situation, does that afford 
the dealer an opportunity to get additional business, or have you 
ever checked into that, that he normally probably would not receive ? 

Mr. NycGaarp. I would suspect, Senator—I have to admit I do not 
know directly offhand—but I would suspect that it probably does make 
it possible for him to be able to obtain other business, and certainly 
contribute to his overall financial situation, because when he does take 
on this additional business through national accounts made available 
to him, it does mean that there is a net impact at the end of the year 
in the bonus discounts he receives from the company, so that his own 

rofit position is improved. 

But I do not have the specific information to answer your question. 

Senator Scuorpren. All right. 

Mr. Fotry. Could I ask a question? As an economist, and I be- 
lieve you said you were an economist 

Mr. NyGaarp. Yes, sir. 

Mr. Fotry. Have your studies indicated that the dealer makes any 

rofit on the 10 percent ¢ 

Mr. NyGaarp. I am positive that he does. 

Mr. Fotry. On what basis are you positive ? 

Mr. Nyeaarp. On the basis that we know that so many of our own 
independent dealers are very pleased to participate in this business. 

Mr. Fotry. But you do not know this on the basis of any cost data? 

Mr. Nycaarp. I myself have not made a cost study, to answer your 
question. 

Mr. Forry. You do not know what the cost of handling and storage 
and bookkeeping is, you have not computed the costs? 

Mr. Nycaarv. Well now, wait a minute, excuse me. The billing, 
so far as it pertains to this business, as I understand it, is generally 
handled by the company, the manufacturer, so that the amount of ad- 
ditional cost which is incurred by the independent dealer in taking 
on this business is really very small. 

His cost in taking on this national account business is small, and 
if you are going to examine costs and put it on a marginal basis, this 
is cost business to them. 

Senator Scnorrret. I think you indicated in your statement, if that 
is correct now, and I want you to agree with me, he assumes no credit 

risk or loss. 

Mr. Nyeaarp. He assumes no credit risk or loss. 

Senator Scuorrre.. Or on billing. 

Mr. Nyeaarp. Or on billing. 

Senator Scuorpren. Is that the practice you generally follow? 

Mr. Nycaarp. This has always been our practice, and I go on to 
mention here that more than 95 percent of this direct industrial ac- 
count business flows through our dealers and stores. Dealers and 
stores are treated alike, with the account making its own choice of the 
purchase and delivery point. 
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RELIEF FOR DEALERS 


Opponents of dual distribution contend that if manufacturer-oper- 
ated stores or direct selling to industrial accounts were legislated out 
of existence, all this business would go to independent dealers at 
higher profits. 

Independent national shopping surveys previously cited show that 
lower price quotations are made by competing large independent 
dealers. Absence of manufacturer-operated stores would not arrest 
this condition. 

Mr. Fotry. These surveys were primarily passenger tires? 

Mr. Nyeaarp. Primarily passenger tires. 

It would be difficult, and we are now working on this problem, of 
how we can go about conducting a similar survey providing reliable 
results in the truck tire field, too. 

In the passenger tire field, the lowest and most heavily advertised 
and promoted prices are offered by large mass distributors such as 
regional and national] chains, department stores, et cetera. Absence 
of manufacturer-operated stores would not arrest this condition. 

In view of these two basic facts, it seems that relief and assistance 
to dealers must come from other sources. The B. F. Goodrich Co. 
has been a pioneer in developing programs to make independent tire 
dealers more successful. The development and testing of these pro- 
grams for dealers was possible chiefly because we have been able to 
use our own B. F. Goodrich stores as testing grounds for perfecting 
these programs. 

We have a number of these programs. One of them is a dealer 
budget plan. The increase in purchasing on time payment made 
such a plan essential for successful tire dealers. Efforts of individual 
dealers have failed because of improper credit extension and collec- 
tion methods. 

B. F. Goodrich pioneered and developed a comprehensive time- 
payment program for selling tires in 1933 and 1934. In 1934 it was 
offered to dealers, and in the period 1936-41, participating indepen- 
dent dealers netted profits, after all charges, of $8,300,000 on time 
payment business alone. Since World War IT, it is estimated that 
as much as 50 percent of a dealer’s net profit is dependent on this 
plan alone. 

It is significant that tire manufacturers without their own stores 
have never been able to develop a satisfactory time-payment plan 
for their dealers. They fail to provide this all-important service to 
their dealers because they do not have their own stores in which to 
acquire the know-how. 

Auto and home supply merchandise: Through operation of our 
own stores, we early learned that, in order to grow and prosper, a tire 
retailer must offer his customers a diversified line of related automo- 
tive items and services, as well as home supplies ranging from staple 
hardware items to television, radio, and certain other electrical ap- 
pliances. Through our own stores, these experimental items are 
tested before offering to our dealers. 

Today, B. F. Goodrich dealers have the benefit of a professional 
buying organization which makes available hundreds of items at 
lowest. prices available, with expertly prepared and administered 
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sales and promotional programs. B. F. Goodrich dealers purchase 
millions of dollars of these items annually, and a large share of their 
profits comes directly from their sale. _ 

Again, it is significant that those tire manufacturers who do not 
have their own stores have never been able to offer their dealers diver- 
sified merchandise lines, and those dealers who are not diverisified 
are finding it increasingly difficult to maintain their position and 

row with the market. 

Financial assistance program: Financial assistance programs have 
been a major part of our aid to dealers. Accounts receivable loans to 
dealers, to assist in the financing of their receivables, are a major part 
of our program, As dealers’ costs have increased we have put millions 
of dollars into direct inventory loans to dealers. 

Two years ago we developed a dealer investment plan under which 
a competent individual with limited resources can enter the tire busi- 
ness with a B. F. Goodrich franchise, and repay us from profits of 
his operation. ‘These require an average outlay of $50,000 by us and 
often the figure is double this. To ay, 25 dealers are availing them- 
selves of this program and we expect a steady expansion as we develop 
the plan. 

It is rather interesting to note that one of the dealers who testified 
before this committee in the last 2 days is participating in the dealer 
investment program of Bb. F. Goodrich. 

We have an investment with this dealer now of about $49,000, 
which represents roughly 85 percent of the account. 

Mr. Fotry. Do other tire companies have this type of program, 
do you know ? 

Mr. Ny@aarp. I am not sure they have the same type as this. 

Mr. Fotry. But they have a type of financing? 

Mr. Nyeaarp. They have some type of financing program, but so 
far as we are concerned, the dealer investment plan is primary evidence 
of our interest and concern in the independent dealer as one of our 
regular distribution channels. 

Mr. Forry. Is this a trade secret in any way how you operate this 
or is it pretty well known in the industry ? 

Mr. Nyeaarp. I do not think there is any trade secret about it. 

Mr. Foxiry. I just wonder if you could elaborate a little bit. I am 
kind of curious as to how it operates. What does it require of the 
dealer, for instance ? 

Mr. Nycaarp. There is certain of this information I do not know 
whether I would want to hand out. I think I had better write you 
a letier.** 

Mr. Kitmon. We would be glad to give it to you under the confiden- 
tial treatment. 

Mr. Fotry. That is all right. 

Mr. NyGaarp. This same dealer to which I referred is now operating 
at one of our former company-store locations in this program. 

We could elaborate indefinitely on the major sales, promotional, 
and merchandising aids which are constantly made available to our 
independent dealers at a cost of millions of dollars annually. These 
programs are all tested and perfected at our expense in our own B. F. 
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Goodrich stores, so that when dealers use them, success is reasonably 
assured. 

Again, it is significant that as a general rule independent dealers of 
tiremakers without their own stores are neither as numerous nor as 
successful as dealers of tiremakers who operate stores. I think that 
the company stores serve as an important training ground for inde- 
pendent tire dealers. 

I think that it is interesting that a number of the dealers who testi- 
fied before this committee admit to company-store background in 
which they obtained their experience before entering the business of 
becoming an independent tire dealer. 

We believe the record is clear that manufacturer-operated tire 
stores have not hurt, but have been continuously and directly bene- 
ficial to the interests of independent tire dealers throughout the years 
of their operation. 

We say that the elimination of dual distribution is not in the public 
interest. The elimination of manufacturer-operated stores would 
cause irreparable harm to the following: 

Consumers: Consumers everywhere would have fewer and less effi- 
cient sales and service tire outlets at a time when the car population 
is rapidly increasing. The public interest is always best served, from 
the standpoint of supply, price, and services, by having full freedom 
to choose from whom it will buy—and the more sources to which it 
has access the merrier. 

Small business: Many small retailers, such as service station deal- 
ers, general stores, hardware stores, feed and farm supply dealers, are 
the only tire suppliers in their community. They, as well as thou- 
sands of other service station dealers in populated areas, rely on the 
network of manufacturer-operated stores as a source of supply where 
full inventories are readily available. They would be adversely af- 
fected if such’stores were legislated out of existence. 

Employees: Approximately 20,000 families are directly dependent 
on manufacturer-operated stores for their livelihood. Other thou- 
sands in related supporting businesses would be affected. 

Injury to investors: The investment of tire manufacturers and 
their landlords in retail store properties and equipment is estimated 
to exceed $200 million. Liquidation of these holdings cannot be made 
without substantial loss to the owners of equities of tire manufacturers 
which operate stores. 

Possibly the greatest harm would result to the concept upon which 
our Government and private enterprise is founded. Except for the 
natural monopolies—public utilities, transportation companies, sale 
of liquor, et cetera, where the general public welfare, health and safety 
require regulation—it is the right of every American to enter and 
remain in private business. 

Wholly aside from the grave constitutional question involved, it 
seems strange that class legislation of this type—limiting entry into 
the field of competition, an objective so long opposed to the principles 
underlying our antitrust laws—should find any support in Congress. 

(The charts previously referred to follow:) 
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EXHIBIT 16-B 
National Shopping Surveys Show--- 


a 3 a a n 
ale a are n an 
prices by 8 mch larger percentage than in 1940 and 94] 


Percentage Difference in Net Cash Price 
for Passenger Car Tires 


nden 2 e Compan © 
Percent 
0 5 10 15 
April 1959 } 
April 194) 
June 1940 
Cagh Price Per Ti 
April 1959 April 1941 June 1940 
6.70 x 15 Tubeless 6.00 x 16 Casing 6200 x 16 Casing 
Black Sidewell Black Sidewell Black Sidewell 
Average Prices ene ees —_100 Level _ ___ __90 Level __ 
Company Stores $26.86 $12.15 $12.09 
Independent Dealers 23.97 1103 11248 
Difference $ 2.89 $ .92 $ .61 
Percentage Difference 1% &% 5% 


Mr. Nyeaarp. Now since we first prepared this I had a few other 
comments that have come to my mind, and some of them have been 
dealt with earlier in the testimony which has been presented. 

It struck me as strange, as an analyst, a market analyst, rather 
than a salesman, that certainly one gets, as he listens to the testimony 
which has been presented in the last several days before this committee. 
that competition is entirely between company stores and dealers. 

From my understanding of it, there is just a lot more than that to 
it. That really the most intense competition is among the dealers 
themselves, as supported by this shopping survey, and I was going 
to comment also on the question of this 80 percent figure on the 
major four. 
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Mr. MacGowan, I think, did comment on that. Again we do not 
have any information on this, but our own information was that it 
would be much less than that. 

Mr. Fouey. You could estimate that from the figures of the RMA 
could you not, with regard to shipments from the tire companies ? 

Mr. NyaGaarp. I could not estimate it. I could estimate what my 
own position is. I know what my own position is, and I know what 
the industry total is, but I would not know what the major four com- 
panies would be. 

Mr. Fotry. Would not the Rubber Manufacturers Association tell 
you ? 

Mr. Nyceaarp. They have those figures, but they certainly are not 
going to turn them overtome. Asa matter of fact, I certainly would 
not want them to. 

That concludes my prepared statement, Senator. 

Senator Scuorrren. Thank you very much for your statement here. 
I have intersperced throughout here a number of questions and, Mr. 
Foley, I have an appointment a 5 o’clock sharp. Why don’t you just 
carry on here if you desire to ask further questions. 

Mr. Foury. All right. 

Senator Scnorrren. Ordinarily I would not do this, but I have 
committed myself, and Senator Scott and Senator Bartlett both had to 
leave by reason of other previous commitments they were bound by. 

Mr. Forry. I would just like to say, Senator, I thought the B. F. 
Goodrich Co. made an outstanding, helpful statement here. 

Senator ScnorrreL. To my way of belief it is a very helpful and 
illuminating statement to me in view of what I have checked into this 
matter, as a preliminary matter before I had the opportunity to hear 
and attend personally these hearings. 

Mr. Forry. Before you leave, Senator, I just wonder—there are 
some additional statements made by various dealers that Senator 
Humphrey did not have an opportunity to introduce this morning. 

Senator ScHorrre.. They should be included and incorporated into 
the record. 

Mr. Fotry. I believe there is one I do not have by Mr. Ernest B. 
Martin who contacted me earlier, and he wanted to include a state- 
ment in the record I mentioned to the Senator, and he thought it 
should be included. 

Senator Scuorrre.. It should be included. 

Let the record show at the conclusion of this hearing today that the 
matter is recessed subject to the determination and direction of the 
chairman of this subcommittee, Senator Humphrey. 

Mr. Fotry. Mr. Martin has a statement. 

Mr, Marrtn. Thank you, Mr. Chairman. 

Mr. Forry. He has previously testified. He is president of the 
National Tire Dealers & Retreaders Association. 

Mr. Martin. I would just like to put this in the record. It is a 
letter from me as president of the National Tire Dealers & Retreaders 
Association to Mr. Kintner, Chairman of the Federal Trade Com- 
mission. If you will include that in the record. All the committee 
members of the Small Business Committee are getting a copy of it, too. 

Senator Scnorrret. Let the record show that the documents re- 
ferred to will be included in the record, and become a part thereof, the 
same as if testified and read into the record. 3 
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Mr. Martin. Thank you, Senator. 
(The letter referred to follows :) 


EXHIBIT 17 


NATIONAL TIRE DEALERS & RETREADERS ASSOCIATION, INC., 
Washington, D.C., June 19, 1959, 
Mr. Earyu W. KINTNER, 
Chairman, Federal Trade Commission 
Washington, D.C. 

DEAR Mr. KINTNER: Your testimony before the Senate Small Business Sub- 
committee on June 18* came as quite a surprise to the more than 20 independent 
tire dealers that were present. This association and its members have long been 
friends of the FTC. More than that, we believed in it. We had no illusions 
that any simple process of law could reach the direct selling problem. We were 
aware that it was no violation of law to sell direct. Our testimony showed that. 

Our testimony showed too that we were keenly aware of the countless charges 
that have been levied in the tire industry for one abuse after another. As a 
matter of fact, we called it a record of frustration. After hearing your testimony 
today, those dealers present thought we should change it to a record ending in 
despair. Your casual approach to their very serious problems and your indif- 
ference shocked them all. 

They believed that a monopoly that threatens to engulf them all and eliminate 
small businessmen of their kind from the business scene is a matter of import- 
ance not only to them but the Nation’s economy as well. They didn’t need to 
come all the way to Washington to get the advice to change brands of tires. If 
that were the answer they could well have stayed at home. Even the Federal 
Trade Commission itself points out the futility of this course of action. 

We understand from your testimony that existing legislation will not protect 
dealers from the practice of their manufacturer-supplier in selling truck tires 
to selected small commercial accounts at prices well below those available to 
even the largest dealers. Notwithstanding this admission, you oppose any change 
in the law, because, according to your view, this would deprive the “consumer of 
such benefits as may be derived from competing methods of distribution.” This 
view completely ignores the fact, which was fully established by dealer testi- 
mony, that direct selling is being used by the tire companies to take over selected 
commercial accounts, while maintaining arbitrarily high prices to consumers 
generally. That is, consumers are not now benefiting from, but are being required 
to subsidize direct sales to preferred accounts. This is an indicaticn of monopoly, 
not of free competition. We believe that your testimony necessarily reflects, 
therefore, either a reckless disregard of the documented facts brought forward by 
individual dealers, or an unwillingness to face the growing threat of monopoly 
in the tire distribution industry. 

The testimony given by the tire dealers during the day before you took the 
witness stand illustrated one violation of law after another. Apparently no one 
at the Federal Trade Commission was aware of this when you made your testi- 
mony. This is most regrettable but we are determined to survive in spite of this. 
I expect most of the tire dealers who heard your statement will write their 
Senators and Congressmen wanting to know what help independent businessmen 
can expect from their Government in view of the Federal Trade Commission’s 
attitude. 

Sincerely yours, 
ERNEST B. MArtTIN, President. 


Senator Scuorrren. I think that record should also be left in such 
a position that if there are any corrections or additions that they de- 
sire to supply, that opportunity will be given to them. I am sure 
the chairman would have made that statement. (To be included in 
part 2 of these hearings.) 

If you will excuse me I regret it, but I have got to go over to the 
other building and get some additional papers for a conference, if 
you will carry on from here. 

I desire at this time to thank you for your very fine statement. 

Mr. Nyeaarp. Thank you, Senator. 


1 See p. 131 for Mr. Kintner’s statement. 
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Senator Scnorrre.. I will leave Mr. Skubitz, my administrative 
assistant, here. 

Mr. Fotry. I have a number of questions here. I do not want to go 
too long with you. It would not be fair if I did with you and did 
not have the opportunity with the other companies. 

But there are some questions that I would like to go into with you. 

First of all, I believe the question has been raised, and apparently 
you have submitted all the material, Mr. Kilmon ? 

Mr. Kitmon. I have submitted all of the material with the excep- 
tion of that list of interviewers we discussed earlier, and that is up to 
jou. 

To the best of my understanding of your request we have submitted 
all the material that you have asked for. 

Mr. Foxy. I have a few questions. 

Going down your statement, your name is Mr. Nygaard, and on 
page 2 you noted, in the last full paragraph, that the great growth of 
company stores came in the late twenties and early thirties, and that 
many dealers were forced into bankruptcy, and B. F. Goodrich had 
the choice of abandoning market after market, leaving consumers in 
those areas with a limited choice or establishing its own stores as the 
only means of keeping open its channels of retail distribution. 

Now, calling your attention to that, do you find that dealers do not 
take advantage of the opportunities for new stores because of the 
lack of finances in the current market ? 

Mr. Nycaarp. I am not sure if I understand your question. 

Mr. Fotry. Let me preface it with another comment. Actually 
the investment in a tire store that is going to be geared mainly toward 
the sale of tires is quite a heavy investment ? 

Mr. NyGaarp. That is right. 

Mr. Fotry. Is your company experiencing difficulty in getting new 
dealers because of the lack of financing? 

Mr. NyGaarp. In some areas; I mean, I made the point later on that 
in markets where we do not have adequate dealer representation—and 
this is a problem in any given point in time, at any particular market 
location, to find the right man who has the necessary ability and know- 
how and some capital. If he has the combination of both, then we 
are in position when, with our dealer investment program, we can help 
supply him with additional capital. 

But I think it is a question of his ability and attitude, and his ability 
as a business manager to get into a field, which is a very competitive 
business, and difficult to find, as I say, always in a particular situation ; 
you might find a new man. 

Mr. Fotry. When your company wants to go into a new marketing 
area, would you prefer to go into that area through service stations 
or would you rather get there into stores that are primarily directed 
at the sale of tires ? 

Mr. Nygaarp. We would prefer to go into that market with an 
independent B. F. Goodrich dealer. 

Mr. Fotry. On page 6, in the one full paragraph that you have 
there, the fifth line from the bottom, you make the statement that 
“while data are not available for years since Dr. Leigh’s 1947 study” “* 
Mr. Nygaard, you know very well that Dr. Leigh has been calculat- 
ing this data for the rubber tire companies since 1947. 


#4 See p. 335. 
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Mr. Nyeaarp. As I understand it, he has been working on it. But 
the first time I had seen this data, brought up on a year-by-year basis 
is when the information was submitted to your subcommittee. 

Mr. Forry. Actually he submits this to the companies each year, 
does he not ? 

Mr. Nyeaarp. He may have, but I have not seen it. If he has sub- 
mitted it each year to the company—no, I do not think that is right. 
I have not seen it, and I am sure, as director of the business research, I 
would have seen that information if he had submitted it to the B. F, 
Goodrich Co. 

Mr. Fotry. Well, I suggest that you talk to Dr. Leigh when you re- 
turn to Akron, because I am under the impression that just the op- 
posite was done and, as a matter of fact, the conversations that I had 
with him, because of his relationship with the tire companies, he had 
to have permission from the tire companies in order to discuss these 
problems with me, and which was proper, so there would not be a 
conflict of interest on his part. 

Mr. Nyeaarp. I will check with Dr. Leigh on my return. If I am 
at a competitive disadvantage I am going to find out about it. 

Mr. Fotry. On page 8, underneath the first paragraph of the quota- 
tion which says that there could hardly be basis for claiming danger 
of monopoly, once again I would like to bring up Senator Humphrey’s 
point that the element of discrimination is very important, whether 
even if there is not a monopoly, a tire dealer is being discriminated 
against. 

Mr. Nyeaarp. Well, I would agree with that. 

Mr. Fotry. Even if it is only 1 percent of the total number of 
dealers, that is important to that dealer. 

Mr. NyGaarp. I would agree. 

I have two points on that. One is that any legislation which is 
enacted in favor of the 1 percent would in itself represent discrimina- 
tion and tend toward a monopoly, in my understanding of what a 
monopoly is, my economic understanding of what a monopoly is; 
and the second is from our viewpoint and our own company’s view- 
point, and policy, this has not resulted in discrimination. 

This question of direct selling—the point I made earlier, in answer 
to Senator Schoeppel’s question—this is an opportunity for many of 
these independent tire dealers to participate in business which they 

would not otherwise have, and it does contribute in many cases to a 
substantial improvement in their financial position. 

Mr. Forry. Once again, in the next paragraph upon that page, 
you point out the hard fact is that the eld of retail distribution is 
naturally unsuited to monopoly. 

Several lines down you say that once that point, which refers to 
the point of the economies of mass distribution—once that point is 
reached, additional advantages cannot be gained. 

What do you mean by “once that point is reached” at what point 
in the tire industry? Now, as an economist you, perhaps, are equipped 
to answer that question. 

Mr. Nyaeaarp. It is very difficult to define what we mean by that 
point. 

What we had in mind here was a general statement to the effect 
that, after all, any purchase transaction is a transaction between 4 
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buyer and a seller, and that in this transaction, as in the case of tires, 

articularly, and many other lines of business, a service element is an 
important element, and the establishment, the relations of confidence 
between the dealer and his customer, it becomes increasingly difficult 
to maintain this intimacy of contact, this confidence, that is essential 
between the dealer and his customers when you get to the point of 
mass distribution. 

Mr. Forry. I notice in your statement here that in the last 4 years 
the Goodrich Co. has not significantly added to its company stores 
and, as a matter of fact, they are down from 1955. This is not men- 
tioned in your statement here, but in your answer to Senator Hum- 
phrey’s questionnaire, in 1955 you had 499 company stores, and in 
1958 you had 487 company stores. 

Are you now in what you call the primary market areas of the 
country with respect to the distribution of tires? 

Mr. NyGaarp. We are 

Mr. Fotry. Are you in every one of them? 

Mr. Nye@aarp. We are in the primary markets. There are a number 
of important markets where we feel we do not have adequate repre- 
sentation, and represented by independent dealers, and we are anxious 
to achieve representation in those dealer markets. 

Mr. Fotry. Do you feel a point has been reached in your company 
where the economies of company stores have been attained, and there 
are no more to be attained ? 

Mr. Nyeaarp. Our policy on the company store, as I indicated is 
that this is a defensive measure, and if we are unable to obtain an 
independent dealer in these various market areas then, as a last resort, 
we would go in with a company store, and when an independent 
dealer shows up in that market or a man who has the qualifications, we 
will be glad to sell that store to him. 

Mr. Fotey. Without looking at page 9, although my question does 
not require particularly your reading of any of that, I am wondering 
whether your store profits and losses are further broken down in 
your cost accounting system into any profits allocable to the sale of 
truck tires as opposed to the sale of other items in a company store? 

Mr. Nyeaarp. I am not sure whether I can—I do not know the 
answer right now. 

Mr. Fotry. You do not know? 

Mr. Nyeaarp. No. 

Mr. Fotry. When is the excise tax paid by your company on trans- 
fers to a company store ? 

Mr. Nyeaarp. It is paid when the tires are sold, and it is significant 
on this point, that there has been some testimony raised on this, that 
this is not an element which represents discrimination in favor of the 
company stores as opposed to independent dealers. 

The thing we have got to keep in mind is the fact that the dealers 
are billed on this 10th prox., the second 10th prox. That very often 
means they do not pay for the merchandise that is in their stores, and 
which they are selling, for a minimum of 45 days, and in very many 
cases months, and in which they had not paid for the merchandise 
nor the excise tax, and this question, I think, was examined in the 
case of highway legislation when it was being considered as to finance 
the interstate highway program. 
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This question was considered by a number of committees, and the 
conclusion at that time was there was no discrimination in favor of 
the company stores when excise taxes are paid. 

Mr. Fotry. Do you have a reference to that ? 

Mr. Nyeaarp. I do not have the reference to that, but we can send 
the reference. 

Mr. Fotry. Will you supply ittome? Is it printed? 

Mr. Nyeaarp. This, I think, came out—this was the conclusion of 
some of the testimony presented to your committees, and we will have 
to check it and see what reference we can send you on that.‘ 

Mr. Fotry. On page 10, Mr. Nygaard, in point No. 5, you note 
that the manufacturer-operated stores are limited to much less than 
a thousand cities, so that the competition of the manufacturer-oper- 
ated stores has to be realized that it is not spread around the country 
but intensified in a few local areas 

Mr. NyGaarp. Intensified in a thousand cities. 

Mr. Fotry. So the independent dealers in those areas are facing 
greater competition with respect to company stores than are dealers 
elsewhere. 

Mr. Nyeaarp. Well, I think that I would have to again go back 
to the point that we have company stores in these markets because we 
have not been able to obtain the independent dealers and, in fact, we 
reduced the number of our company stores we have had by 17 or 18 
percent in the last several years which, I think, is to me a state mail 
of our position on the program, not on a program of expanding. 

We look upon the independent tire dealer in large part as being— 
the economic future of the B. F. Goodrich Co. is economically as- 
sociated with the economic future of the independent tire dealer. 

Mr. Fotry. What is the basis or criterion by which you select an 
area that you go into? How do you select some areas rather than 
other areas ? 

Mr. Nycaarp. Well, this is determined by the number of motor ve- 
hicles that are in operation there. You have got to have a certain 
amount of business there in order to open up any kind of a facility. 
If you have an independent tire dealer or if you cannot obtain him, 
you get acompany store, It is dependent upon the kind of competition 
that is there already. 

If you are going into a situation where you have very adequate 
representation in the local market, this increases the difficulty you 
have in obtaining a share of the mar ket. 

Mr. Fotry. In other words, if you are below your national aver- 
age in a certain area 

Mr. Nyeaarp. This is one thing you look 

Mr. Fotey. What is there in modern a lhe ial economics that you 
look for as a criterion? I should think your competition is great all 
over, and you should be trying to get—if you are fourth in an in- 
dustry, that you should constantly ‘be trying to be first rather than 

maintaining your national average in an area. 

Mr. Nycaarp. We are trying to improve our position, and our pro- 
gram is such, we have programs of trying to increase dealers; we 
have that program in existence. I do not have the figures in mind, 





«To be supplied. 
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but we have been successful in getting independent tire dealers. This 
is the way we hope to increase our industry position. 

I want you to understand me, we are interested in increasing our 
position in every market, and where we do not have representation we 
want to get representation to help boost our national average. 

Mr. Fotry. I suppose you feel if there is an area where you are 
below your national average that ought to be the easiest area to raise 
it; is that correct ? 

Mr. Ny@aarp. This is quite true. 

Mr. Fortry. Judged by the performance of your company. 

Mr. Nyeaarp. That is right. 

After all, we do advertising, we have promotional programs which 
are carried out on a national basis, and where we are representing a 
lower percentage of that market than we are obtaining nationally, 
then, in effect, we are losing part of the benefit of these national pro- 
grams that we have. 

Mr. Fotry. On page 11 you mention in point No. 6 that you dis- 
puted, in part, a statement that manufacturer-operated stores sell at 
prices below those of independent dealers. 

I would like to call your attention to some of the statements made 
by dealers who testified before this committee at this hearing. One 
is the statement of J. J. Alexander, president of Alexander & Bowser, 
Inc., of Kitanning, Pa., and because you do not have the statement in 
front of you I will read from it in part.*® 

He says: 

Soon after starting we learned that so-called prices, such as retail or whole- 
sale, had no meaning whatever. Where it was possible even the B. F. Goodrich 
Co. were bidding against us, quoting prices below our purchasing prices. I per- 
sonally protested to our district management of the Goodrich Co.; then went 
to Akron where I met with executives of the company, only to get a great deal 


of doubletalk, with no change. Since then the situation has grown progressively 


worse. I am sure you understand that an inquiry into invoices and other proof 
of such transactions is quite difficult. 


Then he points out here: 


We have seen actual invoices from— 


that is from Firestone and, of course, you have no control over that— 


where they had sold 15 percent below on the minimum price quoted by the B, F. 
Goodrich Co. 


All right. Here is an important point that Mr. Skubitz has brought 
up before. 


The situation has developed to the place where we refused to stock any large- 
sized rubber tires because we found we were losing money in our effort to do so. 
Now our suppliers request that we call them for quotations before we quote 
acustomer. We have evidence that when we did this and gave them the name 
of our customer they sent represents to call on this account and quoted prices 
approximately 12 percent below the prices quoted us. 


Do you have any statement to make about that or—— 


Mr. Nyeaarp. I do not know anything about Alexander’s situation. 
But I would say this: This is not a question of an admission of a 
manufacturer, B. F. Goodrich. I do not know what other companies 
do—that B. F. Goodrich occasionally quote a price below their deal- 
ers. We proclaim it. We say we have got to do this in certain com- 





“See p. 91 for Mr, Alexander’s statement. 
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petitive situations, and only in doing so is that independent dealer 
in that market able to participate in that business at all, and that if 
we were not in there making those quotations he would not touch that 
business, and neither would we. 

Mr. Sxusirz. May I ask a question there. Some of these witnesses 
testified yesterday and indicated they had gone out and solicited busi- 
ness and got this account, and after they developed these accounts the 
tire companies came in and underpriced them. Does your company 
resort to that practice ? 

Mr. Nyeaarp. I haveno knowledge about that. 

Mr. Sxusirz. He was serious about it. He said he could not meet 
that. 

Mr. Nycaarp. I have no knowledge of anything such as this, and 
I know that our policy with respect to dealers would be definitely 
contrary to that, and I think where we get evidence to that these are 
what we want to know about. 

Mr. Fotey. Mr. Alexander stated just exactly that was going on 
with the B. F. Goodrich Co. 

Mr. Nyeaarp. We are going to look into that, and I think Mr. Alex- 
ander can be examined on this. 

Mr. Foxy. I know time is getting late, and I am going to quote 
one more B. F. Goodrich dealer, Mr. William F. Sable of Pittsfield, 
Mass. His statement shows that: (See p. 212.) 

We have a construction operation in Pittsfield, we have sold for years, incor- 
porating road service and tire maintenance into the purchase price of their tire 
needs. Their total of gross average purchases were $20,000 per year. Analysis 
of this account showed that we made a gross profit, including labor costs, of only 
4 percent. 

B. F. Goodrich Co.-owned store have cut our prices by 15 to 30 percent, de- 
pending on tire sizes. Their store manager admitted to me they are losing money 
on this account. However, they were getting volume, which is what his company 
was interested in. 

Do you have any comment to make about that ? 

Mr. Nyeaarp. B. F. Goodrich Co. has always been interested in 
making a profit, and I think on this question of volume, I think we 
have to make this point, and that is that our economic system is 
founded on the concept of a large volume and a low average profit 
which yields a large total profit. 

But having said that, I think that we tried to state as forthrightly 
as we know how that our company stores are operated for the purpose 
of making a profit, and over the 30 years we have been in business we 
have made a substantial profit. 

Mr. Forry. But, in other words, the competitive aspects of the 
rubber tire industry are such that, as one of the dealers said, volume 
is king. 

Mr. Nyeaarp. I am not so sure I would agree with that statement. 

Mr. Forry. It is a question of emphasis. 

Mr. Nyeaarp. There is not any good of shoving volume and losing 
profits. 

Mr. Foxy. Well, it is volume so far as you are concerned at the re- 
tail level, is it not, with respect to that, whereas it is price with respect 
to the tire dealers. 

Mr. Nyeaarp. This is true. But I think again we have to keep this 
thing in perspective, and that is we are looking—we have to examine 
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what happens with a special situation with respect to dealer relations, 
the dealer relations in that market. 

If you are convinced that by lowering your price you are seriously 
damaging your dealer relations in that community, you have to make 
a decision. You cannot afford to take that business. It is hard to 
answer specific cases as such without knowing what the situation is. 

Mr. Forry. I am just pointing out if the B. F. Goodrich Co. in- 
creases its volume of company-owned stores, even though it did not 
make a profit at that level, if they considered it companywide, it would 
be S akiat for it to do so. 

Mr. Nyeaarp. Well, I think I am pointing out that over the years 
we, the B. F. Goodrich Co., have developed the soundest financial 
structure in the industry. 

Mr. Sxusrrz. I would like to ask one other question, Mr. Foley, if 
I may. 

In your dealerships, that is, dealing with individual independent 
dealers, are they permitted to sell other brands of tires outside of the 
Goodrich brand of tire ? 

Mr. Nycaarp. We have no control over them. 

Mr. Sxusirz. You have no control over them. 

Mr. Nycaarp. We have no control over them. We are not very 
happy when they do. 

Mr. Skxupirz. All right. I just wondered if that might cause some 
of this problem about your moving into an area, that is, where a big 
dealership has been set up and you are pushing some other brand of 
tire and not Goodrich tires, and the Goodrich people feel here that they 
are not getting their share of the business, and they are going to go in. 

Mr. Nycaarp. This can be a factor that enters into it. 

Mr. Sxustrz. This is an element ? 

Mr. NycGaarp. Yes. 

Mr. Forry. The letters from the B. F. Goodrich Co. referred to 
earlier in Mr. Nygaard’s testimony, will be included in the record at 
this point. 

(The letters follow :) 

EXHIBIT 18-A 
THE B. F. Goopricu Co., 
Akron, Ohio, May 29, 1959. 
SENATE SMALL BUSINESS COMMITTEE, 
U.S. Senate, 
Washington, D.C. 
(Attention Mr. Eugene P. Foley, counsel). 

DeaR Sirs: This is in partial response to your letter to Mr. J. W. Keener, 

dated May 18° and received May 21, requesting that we assist the subcommittee 


in answering the questions listed therein as related to the subject of dual dis- 
tribution in the tire industry. 

In view of the short time given us, and the fact that we are in the 44th day 
of strike at our eight plants represented by URCLPWA, including the Akron 
plant, we find ourselves unable to comply in full with your request by June 1. 

However, we do enclose herewith the data in answer to questions (5) BFG 
stores, (6) BFG retread plants, (11) BFG list prices and discounts, and (13) 
SEC annual reports and amendments,“ and hope to supplement this with the 
remaining material during the coming week. 

Incidentally, as the enclosed SEC annual reports are the only extra copies we 
have for the years prior to 1952, we would appreciate their return to us upon 
conclusion of the subcommittee’s review of them. As it was, we had to make a 
photostat or verifax copy for three of the reports. 

_—___ 


1See exhibit 13, p. 260. 
18 Retained in committee files. 
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We plan to submit to the subcommittee a prepared statement for inclusion in 
the record of its hearings to be held on June 17, 18, and 19, 1959. 
Very truly yours, 
G. T. Kizmon, 
Assistant Secretary and Counsel. 


EXHIBIT 18-B 
THE B. F. GoopricH Co., 
Akron, Ohio, June 5, 1959. 
SENATE SMALL BUSINESS COMMITTEE, 
U.S. Senate, 
Washington, D.C. t 
{Attention Mr. Eugene P. Foley, counsel). 

Dear Sirs: Supplementing our letter of May 29, in further response to your 
request for data to assist in your inquiry on dual distribution in the tire in- 
dustry, we submit herewith our answers to questions 4, 10, and 12 of your letter 
of May 18 addressed to Mr. Keener. 


(4) Independent dealers 

An “independent tire dealer,” as used by us, is what the term implies, namely, 
any tire dealer who operates his own business and who is in no way owned or 
controlled by us. We know of no reason for excluding service station dealers, 
ear dealers, accessory stores, garages, etc. from the independent dealer clas- 
sification. 

We presently sell direct to about 4,827 independent dealers that resell our 
tires at retail, inclusive of some 1,515 service station dealers. We do not have 
available any further breakdown by the classifications mentioned in your letter, 
In addition, we sell our tires through some 1,927 dealers who wholesale, exclu- 
sively, to so-called associate dealers. Our mailing list of associate dealers 
served by our wholesalers and by our B. F. Goodrich stores totals 18,644 at the 
present time, although this is by no means complete as many of our wholesalers 
prefer to do their own distribution of our merchandising and advertising ma- 
terial. Thus, we have substantially more than 25,398 independent dealers to 
whom we sell our tires, directly or indirectly, for resale at wholesale or retail. 


(10) Services provided national and other direct accounts 


The only type of service provided to a national or other direct sales consumer 
account which is not provided to the independent retail tire dealer is the actual 
mounting or installation of the tire on the vehicle, which service is in fact 
furnished to the account by the dealer. On the contrary, independent tire dealers 
receive many types of service not available, and others in greater degree than 
are available, to the direct consumer account. A few examples are: 

(a) Our billing terms to these accounts are 10th prox. on all types, where- 
as our dealers enjoy the additional benefits of spring dating and numerous 
other credit programs, as well as regular terms of 10th 2d prox. on truck 
and farm tires; 

(b) Our billing prices to these accounts are consistently higher than those 
applying to our average volume dealer; 

(c) Our dealers receive various temporary promotional allowances not 
available to any other class of trade, which serve to lower their net buying 
prices; 

(d) Our dealers receive advertising cooperation and price protection, 
for which these consumer accounts are not eligible; 

(e) Our dealers, all of whom are eligible to participate in this consumer 
account business regardless of size or buying price, are assured a 10 percent 
sales and service commission on business which would not otherwise be 
available to many small and scattered dealers by reason of the home office 
buying policies and practices of many large national accounts. 

Incidentally, in addition to the 10 percent sales and service commission, the 
dealer is credited with the volume of our net sales of the tires delivered by him 
to these accounts for the purpose of determination of the volume bonus rate 
applying to his actual tire purchases, and is also allowed the truck tire bonus 
applying to our sales of truck tires delivered by him to these accounts the same 
as if he had actually purchased them. 
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(12) Company organization 


We enclose a current organization chart of the replacement sales division of 
B. I’. Goodrich Tire Co.,’ which is the unit of our company charged with respon- 
sibility for all tire sales. We have five tire plants located at Akron, Ohio; Los 
Angeles, Calif.; Oaks, Pa.; Tuscaloosa, Ala.; and Miami, Okla. BFG tires are 
currently sold and distributed to the trade from these plants and from 19 master 
tire warehouses, 41 district offices and 458 B. F. Goodrich stores. For sales 
administrative purposes, the country is divided into 5 regions, 23 zones and 
41 districts, under the jurisdiction of a regional manager, zone manager and 
district manager, respectively. The regional managers, as well as certain home 
office staff managers, report directly to the vice president replacement sales of 
B. F. Goodrich Tire Co. This vice president, together with a vice president equip- 
ment sales, who is charged with responsibility for sales to automotive companies 
for original equipment, and a general manager special brand sales, report directly 
to the president of B. F. Goodrich Tire Co. 

We expect to complete our submission in compliance with your request early 
next week. 

Very truly yours, 
G. T. K1L_mon, 
Assistant Secretary and Counsel. 


EXHIBIT 18—C 


THe B. F. Goopricnu Co., 


Akron, Ohio, June 15, 1959. 
SENATE SMALL BUSINESS COMMITTEE, 


U.S. Senate, Washington, D.C. 
(Attention of Mr. Eugene P. Foley, counsel.) 


Dear Sirs: Further supplementing our letter of May 29 in response to your 
request for data to assist in your inquiry on dual distribution in the tire indus- 
try, we submit herewith our answers to the following numbered questions of 
your letter of May 18 addressed to Mr. Keener. 

(8) National accounts 


We enclose a 9-page list of accounts,’ arranged to show the types of tires in- 
volved, to whom we sold and delivered tires on a centralized pricing and billing 
basis during 1958 in our districts in which are located the cities of Philadelphia, 
’a.; St. Paul, Minn.; Portland, Oreg.; Salt Lake City, Utah; Miami, Fla.; Los 
Angeles, Calif.; St. Louis, Mo.; Newark, N.J.; and Mobile, Ala. Practically all 
of the transactions involved were made through an independent dealer or other 
retail outlet, to whom a sales and service commission was paid for his solicita- 
tion and handling. 

We enclose also, in response to Senator Humphrey’s letter of June 11, our 
printed national account program as issued December 1, 1958, explaining the 
application of the program and the price charged each national fleet account.’ 
(9) Direct sales 


We enclose a similarly arranged 5-page list of ultimate consumer accounts,’ 
other than the so-called national accounts, to whom we sold and delivered tires 
(other than through a B. F. Goodrich store) during 1958 in our districts in which 
the above-mentioned mine cities are located. 

We also enclose, likewise in response to Senator Humphrey’s request, a set of 
our merchandising and general release bulletins dated October 27, 1958, Novem- 
ber 26, 1958, and March 10, 1959, explaining the application of the program and 
prices charged to these direct consumer accounts.’ 

We are confident that you will recognize that this data relating to names, 
addresses, and selling prices to our accounts is considered confidential and of 
the nature of trade secrets, and we understand from Senator Humphrey’s letter 
of June 11 that it will be treated as such by the subcommittee. 





1 Retained in committee files. 
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We are trying to get this data to you as soon as we can get it together, but 
since Senator Humpbrey’s latest letter was received only late last Friday after- 
noon, there is a limit to what we can do within the time allotted. 

We will advise you further tomorrow, Tuesday, the 16th, in re your further 
request and personal appearance. 

Very truly yours, 
G. T. KILMon, 
Assistant Secretary and Counsel, 


ExHisit 18—-D 


THE B. F. GoopricH Co. 
Akron, Ohio, June 16, 1959. 
In re dual distribution in the tire industry. 
Hon. Huspert H. HUMPHREY, 
Chairman, Subcommittee on Retailing, Distribution, and Fair Trade Practices, 
U.S. Senate, Washington, D.C. 

DeAaR SENATOR HUMPHREY: As stated in our wire to you today, in response to 
your letter of June 11’ addressed to Mr. J. W. Keener, we will have Mr. Karl 
Nygaard, our director of business research, appear as our representative before 
your subcommittee on Friday, June 19, 1959, to give information relating to dual 
distribution in the tire industry. 

You will recognize, we are sure, that in acceding to your request for personal 
appearance, which reached us only last Friday afternoon, we are working at 
somewhat of a handicap to be prepared on such short notice, as we had not 
intended to be personally represented. Your letter requests, in fact, some data 
which is not readily available to us and which, if desired, may have to be ob- 
tained and furnished to the subcommittee at a later time. 

We enclose 15 copies of our prepared statement on dual distribution in the 
tire industry which, although substantially completed before receipt of your 
letter of June 11, we believe fully answers items 6 and 7 of your letter requesting 
our views on the causes, growth, and desirability of dual distribution in the tire 
industry and an explanation of the financial aids offered to our dealers. 

Beginning on page 11 of our prepared statement are set forth the results of 
three national shopping surveys made by an independent market research agency 
at our request, the first two in June 1940, and April 1941, and the third in April 
of this year. Since we assume that item 5 of your letter would be concerned 
only with such polls taken in recent years, we enclose herewith a 2-page state- 
ment** of the method used in conducting the third and most recent poll, the 
agency taking the poll and the person in charge, the number of poll interviewees 
by city and State, and the question asked of each interviewee. We do not pres- 
ently have the name and address of each poll interviewer, but this will be 
obtained and furnished to the subcommittee later if desired. 

We enclose, in response to items 1 and 4 of your letter, a tabulation “ showing 
as a percent of total company sales and transfers of tires to the replacement trade 
the volume represented by each such classification, together with the number of 
purchasers contained in each such classification where requested. The data 
shown on this tabulation is indeed of the most confidential nature and we shall 
rely upon the assurance given in your letter of June 11 that your subcommittee 
will respect the confidential nature of the data shown thereon. 

Again, may I say that we have been under pressure to get this data to you in 
the time allotted, but we trust it will serve to answer your inquiry. 


Sincerely yours, 
G. T. KiILmon, 


Assistant Secretary and Counsel. 


Mr. Nyeaarp. Thank you. 
Mr. Fotry. Thank you very much. 
(Whereupon, at 5:15 p.m. the committee adjourned. ) 


1 See exhibit 13—A, p. 261. 
1a Retained in committee files. 
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APPENDIX I 


NATIONAL FEDERATION OF INDEPENDENT BUSINESS, 
Washington, D.C., June 17, 1959. 
Hon. WAYNE MorsgE, 
Senate Office Building, 
Washington, D.C. 


My Dear Senator: Noted with interest your interest in attendance and pre 
siding at the hearings of the Senate Small Business Committee this a.m. on 
the problems of independent tire dealers. Of course, I know their problems as 
well as I know my name. I should, having been an independent member of the 
rubber tire industry for a half century and through this personal acquaintance- 
ship with dealers and their problems throughout the Nation, and many in the 
State of Oregon. 

Yesterday I sent a copy of our release to your able assistant, Mr. Berg, and 
knowing that you are a sticker for facts, I do hope that you will find time to 
review the entire contents of the release we made and, in so doing it will prove 
conclusively that the cure is there for the situation if the committee or the 
dealers’ spokesman really want a cure. 

I was very much interested in the question you put to the witness when he 
was unable to tell you at what price direct sales were made by the manufacturer 
to commercial users, either direct from the factory or through company-owned 
stores. I was very much pleased when you remarked, in his failure to give 
you the answer, “we should get the facts.” 

Senator Morse, you will find in the early hearings of the Senate Small Busi- 
ness Committee, under the able leadership of the then chairman, the Honorable 
James E. Murray, that the same question was put by Senator Meade, then a 
member of the committee, in which the late Senator Taft joined in the question 
to both witnesses from the Goodyear and Goodrich Rubber Cos., making the same 
request. They assured the committee that such information would be forth- 
coming but the committee staff failed to follow through. 

On the question of override commissions, the witness could have informed you 
that in the recent hearings of the subcommittee of the House Small Business 
Committee, Hon. James Roosevelt presiding, it was brought out by a member 
of the Federal Trade Commission in testifying that in an 18-month period, 
indirect sales were made by two major rubber companies on tires, batteries, and 
accessories totaling $56 million, and an override commission was paid to the 
oil company in the amount of $5,100,000. This information was developed 
within the past few years by that committee. 

I believe this information might be of interest to you and in other further 
action by the committee on the problem. 

Sincerely, 
GEORGE J. Burcer, Vice President. 


APPENDIX J-A 


NATIONAL FEDERATION OF INDEPENDENT BUSINESS, 


Washington, D.C., June 16, 1959. 
Mr. WILLIAM BERG, Jr., 


Care of Hon, WAYNE Morse, 
Senate Office Building, 
Washington, D.C. 
My Dear Mr. Bere: It is my understanding during the course of these hearings 
that Senator Morse will preside. 


I trust you will find time to review the attached, which is self-explanatory. 
Sincerely, 


GEORGE J. BurGER, Vice President. 
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PRESS RELEASE, JUNE 17, 1959, ISSUED BY GEORGE J. BURGER, VICE PRESIDENT, 
NATIONAL FEDERATION OF INDEPENDENT BUSINESS, INC. 


A call for action, “not merely lip service,” was made on behalf of the rubber 
tire industry today by George J. Burger, vice president, National Federation of 
Independent Business. 

In a letter to the editor and publisher of National Independent, Burger said 
that he is making “no appeal” to appear before the subcommittee of the Senate 
Small Business Committee which opened hearings this morning on basic prob- 
lems of the rubber tire industry. 

“I was consulted on these hearings many months back by Chairman Hum- 
phrey and his staff * * * as to what position, if any, the writer would take in his 
appearance before the subcomimttee. So as to set the record straight, I was 
desirous from the very first instant * * * of bringing fair competition within 
the rubber tire industry which would not alone be beneficial to the independents 
but at the same time would be beneficial to the industry as a whole.” 

A veteran of 40 years working with independent tire dealers, Burger said he 
saw no reason for hearings “to be held on matters with which the committee ig 
already well posted on and on which they have all the facts.” 

He stressed three important steps to be taken “and the committee has all the 
facts on hand right now to carry through” which he believes would cure most 
of the present problems of the industry: 

“First, the adoption of the rubber tires bill. This bill would bring about com- 
plete divorcement of tire manufacturing from the retail field. It also places 
certain restrictions on oil companies concerning the sale of tires. This bill is 
a sound and a needed piece of legislation. It has gone through dozens of hear- 
ings and has even gotten to the floor of the senate. 

“A second step or alternative would be all-out, consistent, vigorous support 
of the Magnuson (S. 1742) and Bentley (H.R. 2729) bills. 

“Third, a thorough exposé of the handling of the quantity discount rule by 
the antitrust agencies. 

“My position as to these hearings is that we must be satisfied that the objec- 
tive is to cure the cancer once and for all time. We want action.” 

Following is the full text of Mr. Burger’s letter: 

JUNE 10, 1959. 


EDITOR AND PUBLISHER, 
National Independent, 
New York, N.Y. 

Dear Mr. Epitror: You will note the attached which covers the announcement 
by the chairman of Senate Small Business Committee, the Honorable John 
Sparkman, that the subcommittee headed by the Honorable Hubert Humphrey 
will hold hearings on dual distribution, etc., in the rubber tire industry, which 
hearings will be held on June 17, 18, and 19. 

In my dual capacity, representing the above and in my official position with 
the National Federation of Independent Business, I was consulted on these hear- 
ings many months back by the chairman of the subcommittee and his staff as 
to the overall planning, and as to what position, if any, the writer would take 
in his appearance before the subcommittee. 

So as to set the record straight, I was desirous from the very first instant 
these many years back of bringing fair competition within the rubber tire indus- 
try, which would not alone be beneficial to the independents but at the same 
time would be beneficial to the industry as a whole. I believe my actions have 
been recognized and confirmed time and again by many Members of Congress. 
One remarked: “All you are tryng to do, Mr. Burger, is to save the industry 
before it destroys itself.” 

As you well know from the record, the Senate Small Business Committee has 
many thousands of pages of testimony over the many years as to the problems 
in the rubber tire industry—dating back to the beginning, and the continual 
followthrough by us up until 1954, so this means 13 years complete background 
on the problem, and this condition hasn’t changed for the better. It may have 
eased up a bit during the war period and the period of Government spending, but 
the basic problems remain. 

I need not tell you of the singlehanded fight for adoption of the rubber tires 
bill these many years, which was instituted in the first instance by that sincere 
leader, the Honorable James E. Murray, who, by the way, has reintroduced this 
legislation in every succeeding Congress since 1942. 
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It will be found in many annual reports of the Senate Small Business Com- 

mittee the recommendation was made that the legislation be voted by the Con- 
Tess. 

When we, singlehanded, instituted the quantity discount rule for the rubber 
tire industry, under the law, we felt that this in itself, if finally validated, would 
go a long ways to bring fair competition in the rubber tire industry. Keep in 
the forefront that we alone, in our dual capacity, supported the Commission’s 
findings. The case dragged on for many years in the Federal courts, and at 
one time during these court hearings the presiding judge remarked that it ap- 
peared to him the Commission never intended to enforce the rule. 

Keeping in front of us this opinion of the judge and other actions in the han- 
dling of this major case by the antitrust agencies, 2 years ago this present month 
there was a promise made and a complete understanding that a member of the 
Senate Small Business Committee would institute public hearings. We have 
kept pressuring for such action and have permitted our private files to be ex- 
amined on this major case but still no concrete action has been instituted up to 
this point. It is our opinion, and we are making no charges against the anti- 
trust agencies, that a thorough investigation should be made of the handling 
of this case, and particularly calling in all Government officials who had any- 
thing to do with the handling of this case and it might develop some interesting 
information as to the enforcement of the antitrust laws. 

Holding this action paramount, as late as the fall of 1958 when the com- 
mittee was considering these hearings, we held to the premise that the hearings 
should be on that case, and on that case alone. 

As you well know an extensive national survey by the National Independent 
was instituted some 4 years ago, the survey reaching at least 4,000 independent 
members of the rubber tire industry. The findings in that survey were all de 
livered to the respective small business committees and both antitrust agencies. 
That survey disclosed the problems existing as reported earlier in a similar sur- 
vey by the Senate Small Business Committee in 1941. 

Apparently these findings have been gathering dust in the files of the respective 
recipients. 

If the accredited dealer leaders are sincere in wanting to bring about long 
overdue relief to protect efficient independent tire sales and services it would 
appear to the writer, who has lived with this problem of the indepedents con- 
sistently for close to 40 years, that action should be taken by them and the 
committee not to rehash what has already been told but both the committee 
and the alleged dealer leaders should act on: 

1. The adoption of the rubber tires bill. 

2. If that is too drastic, then all-out, consistent, vigorous support should 
be given to the Magnuson (S. 1742) and Bentley (H.R. 2729) bills. 

38. A demand for a thorough exposé of the handling of the quantity-discount 
rule by the antitrust agencies. 

If the dealer leaders and the committee will not take positive action on these 
three major recommendations as noted above, then we see no reason for such 
additional hearings to be held on matters with which the committee is already 
well posted on, and on which they have all the facts. 

I am making no appeal to appear until we are satisfied that the objective is 
to cure the cancer once and for all times. 

Of course you will make this letter a matter of public information so the 
dealers, nationwide, will know once and for all times that we never have and 


oe will duck an issue in their behalf. We want action, not merely “lip 
service.” 


Sincerely, 


GrorGE J. BURGER, 
Washington Representative. 
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APPENDIX II 


LETTER AND CHARTS SUBMITTED BY Dr. WARREN W. LEIGH, MANAGEMENT 
CONSULTANT, AKRON, OHIO 


AKRON, OHIO, June 16, 1959. 
Mr. EUGENE FOLEY, 
Counsel, Subcommittee on Retailing, Distribution, and Fair Trade Practices, 
Select Committee on Small Business, U.S. Senate, Washington, D.C. 


Dear Mr. Fotry: Pursuant to your request of Saturday, June 13, 1959, I am 
submitting herewith sales of automobile tires by channels of distribution for the 
years 1948 to date. These data will bring the facts of my 1948 study up to date. 

The footnotes on these tables will explain their derivation and the nature of 
the major distribution categories given. You will note that the breakdowns 
of the data are not as detailed as they were in the 1947 study and that some 
groups have been combined. 

Anyone studying these data, it seems to me, can only conclude that the tire 
market is an active one as well as a very competitive one. 

In the course of our conversation last Saturday, you will recall that although 
I emphasized the dynamic nature of distribution in this industry, I stated that 
the small independent retailer is of predominate importance and that his position 
appears to have been quite stable although the character of his business may 
have altered. To explore this point further I constructed the table entitled, 
“Estimated average annual unit tire replacement sales” and the accompanying 
percentage table. These tables show the unit and percentage volume of tire 
unit sales made by independent tire dealers and other types for four time periods. 

The total figure in each category is the average annual of the category for the 
years indicated. The sales of each group are then broken down to show the 
volume of independent dealers versus other types of distribution. The method 
employed is that indicated on page 29 of my affidavit submitted in the U.S. dis- 
trict court, July 1955, in the matter of the Quantity Limit case. 

The periods cover a span of 25 years. I selected periods of 2 to 5 years for 
three reasons: (1) averages smooth the year-to-year data and present a clearer 
picture than would annual data; (2) time did not permit me to make annual 
estimates and I question that they would have been as valuable; (3) the first 
period covers the era when the present distribution pattern was beginning to 
crystallize and the final period reflects recent data. 

I collected no data for the war years, 1942-45. During the 1950’s I omitted 
the Korean war years. 

I will not attempt at this time to detail the basis of my estimates. Suffice to 
say that for the early period I had my doctoral dissertation which contained some 
data on the composition of petroleum outlets as of 1934-35. Also, there is the 
information from the Standard Oil of California case as to the relative volume of 
tire sales of company-owned service stations in 1933. 

For my affidavit I did considerable research as to the position of independent 
tire dealers for the year 1947. These researches were considered in making 
estimates for 1941 and 1946-49. My knowledge of the subject and certain items 
of specific information have been used in making 1950 estimates. I feel that these 
estimates are reasonably close to fact. 

The tables are self-explanatory. You can readily see that the independent 
dealer segment has remained remarkably stable since the 1940’s and that this 
segment of the market is larger today than it was during the latter 1930’s. It 
is also obvious that the manufacturers’ stores have remained particularly stable 
i 1940’s and are considerably lower than they were during the earlier 
period. 

I hope that these materials will be of value to you. 

Sincerely yours, 
WARREN W. LEIGH. 
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APPENDIX II-B B. 


Estimates of tire replacement unit shipments (excluding military) by manu- 
factures at wholesale, by channels, 1948-58 * 













































































[In thousand units]| Po 
1948 1949 1950 
Channel re Sl laa cca a 
M- Per- M- Per- M- Per- a 
units cent units cent units cent ou 
Oilcompanies 2 (under TBA contracts)....-..-.---- 12, 036 24.5 | 11,263 25.9 |} 13,829 24.4 | Ch 
Manufacturers’ brands................---.....- 5, 568 11.3 5, 473 12.6 6, 484 11.4 \ Tir 
a ee ceonl 6, 468 13.2 5, 790 13.3 7, 345 13.0 De 
I Renee eitl 7, 900 16.1 7, 660 17.6 10, 357 18.2 Dis 
Tire manufacturers® stores 4. .....-...-------------- 3, 700 7.5 3, 300 7.6 4,071 7.2 
Department stores, cooperatives, direct, etc__-.-.-- 1, 480 3.0 1, 190 2.8 1, 160 2.0 
Distributors and dealers §.. .. ......................- 24, 032 48.9 | 20,052 46.1 | 27,391 48.2 ia 
nh Apcihckhiaccelkinitammbnebmcdedes 49, 148 | 100. 0 43, 465 100.0 56, 808 100.0 
1951 | 1952 1953 | 
Channel ’ 
M- | Per- | M- Per- | M- | Per ch: 
units | cent | units | cent | units | cent en 
SE aac atl cane alii alates sol 
ee le 10,708 | 25.3| 12,650] 24.0] 13,426] 249 ye 
Manufacturers’ brands... .....................- 5, 036 11.9 6, 934 13.2 7, 512 13.9 de: 
IN CIN sic ans 5g a nnnbnwinde 5, 672 13. 4 5, 725 10.8 5, 914 11.0 ( 
eee ESS PSS ean 7, 525 17.8 10, 532 20.0 10, 706 19.8 ma 
Tire manufacturers’ stores.............-..---.....-- 3, 468 8.2 4, 490 8.5 4, 691 8.7 
Department stores, cooperatives, direct, etc_..----- 1,015 2.4 1, 212 2.3 1, 645 3.0 as 
ppemewators and Geilers..........................-- 19, 579 46.3 23, 904 45.2 23, 513 43.6 
a a 42, 295 100.0 52, 797 100.0 53, 981 100.0 
1954 1955 —_ 
Channel ess 
M- Per- M- Per- M- Per- _ 
units cent units cent units cent 1953 
sciaiiesiinaicl 1957. 
I le eunnaida 13, 985 25. 5 15, 104 25.7 15, 839 25.7 — 
Manufacturers’ brands......................--- 7, 524 13.7 7, 875 13. 4 &, 147 13,2 1} 
NE aes | 6,461 11.8 7, 229 12.3 7, 692 12.5 
NI ION 2s Sine mncumscsosasidp 10, 155 18.5 | 10,878 18.5 | 11,341 18.4 
Two menuincturers’ stores........-<<<-<<<---.--<«-- 4, 425 8.1 4, 748 8.1 4, 780 7.8 I 
Department stores, cooperatives, direct, etc....----- 1, 254 2.3 1, 470 2.5 1, 663 27 | ind 
Distributors and dealers.............-..-------- -..-| 24, 964 45.6 | 26, 556 45.2 | 27,919 45.4 sin 
a ee —_ ( 
el ade Blain ahs cr inti Annie aerosols guaddesaiel 54, 783 100.0 58, 756 100.0 61, 542 100.0 7 
oP ae hentaneeenen ver 
1 This table portrays manufacturers’ distribution patterns in terms of certain broad classifications of oth 
distributors or recipients. The data are based on reports from manufacturers and large distributors. The at | 
coverage varied by years but included from 82 to 94 percent of replacement shipments. 
2 This classification includes only oil companies buying or handling tires under a buying contract or com- 
mission arrangement. These data do not reflect service station tire sales for many oil outlets sell manufac- 
turers’ tires on a dealer basis. 
8 Mail order or catalog sales declined rapidly after 1940, so these sales have been combined with “chains” 
into one grouping. 
4 These data reflect retail and commercial sales of the stores only. Dealer sales are excluded and are 
reflected in the dealer or other appropriate category. 
§ Most classifications are more easily definable than “‘distributors and dealers.”” This group constitutes a 
broad, varied, and fluid group. It includes well-known, large tire dealers and also a body of smaller, mis- 


cellaneous dealers as garages, auto dealers, etc. Statistically, this is a residual group. 
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Estimates of tire replacement unit shipments (excluding military) by manu- 
factures at wholesale, by channels, 1948—58—Continued 


[In thousand units] 




















1957 | 1958 
Channel 
M-units | Percent | M-units | Percent 

IO’... ssf acti ices uenidiomemaemmmeamannMtis 17, 252 26. 6 17, 899 25.5 
ERS RAN SS IEE, 8, 980 13.8 9, 485 13. 5 
IEDIRONG TNNINGE Ss 6 caccaddiucnaudestadateecdoueeneuuenid 8, 272 12.8 8, 414 12.0 
I I, RIA NE i a cn teas Satna maeiaiaewaaanae 11, 769 18.2 13, 991 19.9 
i, eens remalistoeniedetl 5, 286 8.2 5, 447 7.8 
Department stores, cooperatives, direct, etc..............-..--- 1, 817 2.8 2, 444 3.5 
ES DUNGY GUI Dis cocks cncnennsaddbintuneddeosdopenbinndege 28, 657 44.2 30, 416 43.3 
Rit ita eetihitaiaiiidte ba bidie Maas d maine guamainbianiie® 64, 781 100. 0 70, 197 100. 0 





ApPENDIx II-C 
THE INDEPENDENT DEALER BusINess Hoxtps Its INDUSTRY POSITION 


When the oil company dealers and the associate dealers of the auto supply 
chains are included along with other types of tire dealers, we see that independ- 
ent dealers accounted for 72.1 percent of all passenger and truck-bus tires 
sold in the replacement market in 1957-58. Looking back over a span of 25 
years to the average of the 5 years 1934-38 we see that at that time independent 
dealers were getting 67.5 percent of the business. 

Over the same quarter century timespan we also see that the share of the tire 
manufacturers’ stores has shrunk considerably, from 10.3 to 7.9 percent. 





Independ- | Oil com- | Chain and | Tire man- 


ent pany mail facturers’ Direct Total 
Year dealers | owned and order stores 
operated 

Percent Percent Percent Percent Percent Percent 
Oe cipeam oeaaie eam 67.5 4.8 16.4 10.3 ¢ 1100 
1941 and 1946-49__............. 72.9 2.4 15.0 7.8 1.9 100 
DP iiguvwtaesarcanucedccwn 72.7 2.0 16.0 8.0 1.3 100 
EE ciickcbcncwamadacwcdes 72.1 1.6 16.7 7.9 1,7 100 





1 Percentages do not add to 100 percent because of rounding, 


Here we have an industry in which the segments accounted for both by the 
independent dealers and by the tire manufacturers’ stores have held steady 
since the forties. 

The situation of long-time stability in the independent dealer segment is a 
very different picture from what has happened in the same period in several 
other lines of trade in which small independent dealer distribution has shrunk 
at the expense of other channels including very large chain establishments. 
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APPENDIX III-A 


Letrers From Trre DEALERS, SUBMITTED FOR THE RECORD BY ERNEST B. MARTIN, 
JACKSONVILLE, FLA., PRESIDENT, NATIONAL TIRE DEALERS AND RETREADERS 
ASSOCIATION 

THE CRAIG TIRE MILEAGE, 
Craig, Colo., June 12, 1959. 

NATIONAL TIRE DEALERS ASSOCIATION, 

Washington, D.C. 

(Attention of Ernest B. Martin, president.) 

Dear Str: In reply to the letter from your Mr. W. W. Marsh, dated May 
27, 1959, I am giving you the major tire companies general practices, to give 
to the Senate Small Business Committee, as practiced by most major tire com- 
panies. 

(1) National accounts factory billed; tire manufacturers tie up oil companies, 
contractors, bakeries, car rental agencies, and large truck lines on which they 
more or less force the dealer to deliver tires on a blank signed delivery ticket, 
The dealer in turn sends the ticket to the tire branch and they on their own 
sweet time pass credit for the tires plus up to a 10 percent delivery commission, 
(This is not profitable. ) 

(2) Price cutting done through company-owned stores or subsidized dealer 
accounts on which the tire manufacture salesman will quote 6 tens and a 
five off of list and if the dealer won’t accept it, they put it through their com- 
pany-owned store. If the dealer does accept it, he only makes the truck tire 
service allowance which amounts to only about 744 percent. (This is not 
profitable.) 

(3) Major tire companies, on large road contracts, furnish service trucks and 
operators at a very small service fee, keep a consigned stock on the job and 
still give the 6 tens and a five off of list and the same price on recapping and 
more often lower than they would sell to their dealers. (This is not profitable 
as only the largest dealers could afford this investment.) 

(4) Major tire advertising on a national scale forces dealers to sell at a very 
low percentage of profit and the advertising is misleading to the customer and 
puts the dealer in a very bad light, particularly when these tires will not always 
wear and the customer comes back on the dealer for an adjustment. (This is 
not profitable as the percentage figures only 10 percent in money.) 

(5) The average major tire franchise is not good as they will sign up more 
than one dealer even in the small markets to satisfy their anxiety for quotas 
and volume. 

(6) I have actual billing records on Firestone billings on the long discount 
deals to road contractors and oil companies; namely Amis Construction Co. 
and National Oil Co. While I do not have billing records on many others, I do 
know the prices they were sold direct or through subsidized accounts and the 
names of manufacturers involved. 

(7) I have had many contacts in my years in the tire business, having been a 
major tire truck and bus representative as well as a dealer. I have had ex- 
periences on both sides of the retail market. 

Yours truly, 
W. H. Jorpan, 





APPENDIX III-B 


CENTURY TIRE & SALES Co., 
Cincinnati, Ohio., June 12, 1959. 
NATIONAL TIRE DEALERS & RETREADERS ASSOCIATION, 
Washington, D.C. 


(Attention of Ernest B. Martin.) 


COMMENTS ON Direct SELLING 


Darling & Co.: Ten 825 x 20 traction nylon tires and ten 1000 x 20 traction 
nylon tires. Prices originally quoted was six 10’s. Price we had to sell to meet 
Goodyear and Firestone company-owned stores, was at seven 10’s less $1 on only 
20 tires. 

Earl Vertner Trucking: That supplies power for Interstate System, continu- 
ally bought tires direct from Goodyear and Goodrich company-owned stores 
cheaper than our cost. 
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CCO Highway has hauled thousands of pounds of freight for me for over 18 
years. Mr. Brennan, their purchasing agent, said that he could not buy from 
me because he could only buy direct. 

Liberty Scrap Materials was quoted $138 off our buying cost by Goodyear com- 
pany-owned service store in Cincinnati on eight steel tires. 

Yours truly, 
SAMUEL Roaers, President. 


APPENDIX III-C 


GIESE SupPLy & TIRE Co., 
Aberdeen, S. Dak., June 18, 1959. 
Mr. ERneEsT B. MARTIN, 
President, NTDRA, Washington, D.O. 


GENTLEMEN: Am pleased to hear that we are getting action by the Senate and 
House of Representatives. 

We had a deal where Firestone Tire & Rubber Co. made a deal with a small 
road contractor that purchases about $100 to $150 worth of tires a year on bid. 
U.S. Rubber Co., Goodyear Tire Co., and Gates Rubber Co. also had bids on 
this deal but were never notified of the result. So it must have been a very 
low ball deal when they don’t even let you know the result. 

Montgomery Ward & Co. have also been selling to real small truckers for 
below our cost. 

I hope that this will give some clues of what is going on in South Dakota. 
Hoping for the best. 

Yours very sincerely, 
BERT GIESE, 
GIESE SuPPLy & TIRE Co. 


APPENDIX III—~D 


POSTAL TIRE SERVICE, 


Orlando, Fla., June 17, 1959. 
ERNEST MARTIN, 


President, NTDRA, Washington, D.C. 


Dear Mr. MARTIN: Being unable to attend the Senate hearings regarding the 
problem of direct selling by tire manufacturers, I am taking this oppor- 
tunity to advise you of an occurrence covering this subject, which happened to me 
this week, June 15. 

Being an independent tire dealer, I handle several brands, including Goodyear, 
of which I have what is known as their “BB5—Dealer Buying Price.” 

Please refer to page 101, issue 204, size 1000 x 20-12 Rib Hi Miler rayon truck 
tire, BB5 price of $97.98, plus Federal tax of $8.60. 

For several years I have been selling Super Concrete Co. of Orlando, Fla., 
truck tires in quantity and gave them a bid last week on ten 1000 x 20-12 tires 
and was informed yesterday that the Goodyear factory owned store, 77 West 
Robinson, Orlando; had quoted them the lowest price they had ever received, in 
the amount of $74.40, plus the tax of $8.60. 

I am sure this is the information you are interested in obtaining for these 
hearings, as it is impossible for a dealer who buys tires from a major company 
in the amount of $97.98 to then sell them in competition to their price of $74.40. 

Hoping this letter will be of some assistance, I am, 

Yours truly, 
CHARLES G, BLACKBURN. 


APPENDIX IV 


[Telegram] 
NEWTON, MAss., June 17, 1959. 
Senator Husert HUMPHREY, 


Senate Office Building, 
Washington, D.O.: 
As president of New England Association Independent tire dealers and re- 


presenting the tire dealers in New England I urge your every consideratien on 
the hearings before you pertaining to the infringement of the major rubber 
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companies into the business area of the independent tire dealer to with “direct 
selling.” Many an independent dealer has felt the effect of direct selling by 
major companies, of which he may be an authorized dealer, in the loss of busi- 
ness and loss of legitimate profit. Any action taken for elimination of this 
practice could only lead to making this business a healthier one for the indepen- 
dent tire dealer. Thanking you for your consideration. Please have this in- 
cluded in the record, 
JASON CASLER, 


APPENDIX V 


U.S. House OF REPRESENTATIVES, 
Washington, D.C., July 16, 1959. 
Mr. EvuGENE FOLey, 
Counsel, Senate Select Committee on Small Business, Senate Office Building, 
Washington, D.C. 

DeaR Mr. Fortrey: I am enclosing for consideration of your committee a 
letter received from Braveman Tire Co., an independent tire dealer in Bangor, 
Maine, in my district, expressing the views of this concern on direct selling and 
company store competition.’ 

I would appreciate your incorporating this letter (the enclosure) in the ap- 
pendix of the record of the hearings held on June 17, 18, and 19, 1959, in con- 
nection with this problem. 

Sincerely yours, 
CLIFFORD G. MCINTIRE, 
Member of Congress. 


BRAVEMAN TTRE Co., 
Bangor, Maine, July 2, 1959. 
Congressman MoINTIRE, 
Congressional O fice Building, 
Washington, D.C. 

DEAR CONGRESSMAN MCINTIRE: The New England Association of Independent 
Tire Dealers, of which I am a member, voted in August 1957 to ask Congress to 
investigate the tire industry because of direct selling and company store com- 
petition. Recently, the Senate Small Business Committee had a hearing on 
direct selling at which I was unfortunately unable to be present. 

We in Maine have been badly hurt in the past by the direct selling program 
of the manufacturers and the threat of company locations in the Bangor area, 
Recently Seiberling Tire Co. sold 100 tires, size 1000 by 20’s to Fox & Ginn, @ 
trucking company, at a price three 10’s below dealer cost, and put it through a 
Bangor company who never did that much business in a whole year, with a 
7%4-percent commission for the handling thereof. 

This direct selling has been getting worse, and eventually could put us in- 
dependent tire dealers out of business. 

I hope that the Senate Small Business Committee will do something to help 
the independent tire dealer, who, in a very competitive market, depends on the 
tire business for his living. 

Very sincerely yours, 
A. BRAVEMAN,. 





1A similar letter from Mr. Braveman was referred to the Small Business Committee by 
Senator Margaret Chase Smith. 


—— 
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APPENDIX VI 


(Copy of exhibit 6-a) 
Photostat appears on p.112 
’ E. I. DU PONT DE NEMOURS & COMPANY 
Wilmington, Delaware 





, 9-9=55 Purchase Order 
i ~ date Ne. GA-7959 
"terms of payment 
. 1. Acknowledge order immediately. Confirm shipping 
\- ¥.0.5 date and furnish complete shipping information, 
2. Direct all inquiries to the issuing point indi- 
Yequésted shipping date cated below. 
3. Furnish packing list fer each shipment. 
4. Show purchase order number on each package. 
Correspondence, invoice, bill-of-lading and pack- 
INDUSTRIAL TIRE CO. ing list. 
3621 East 91 St. 5. Prepare four part Du Pent invoice form furnished 
Cleveland 5, thie yeu and forward to 
PURCHASING DEPARTMENT 
Wilmington, Delaware 
( sc. on 
: 
nt 2 21 x 7 x15 Industrial cushion solid tires to be : Each $52.52 plus 
to ee pressed on eur wheels at our plant : XXXX $1.77 
n- rexcise tax 
7D sincluding installation 
m Confirming phone to Mr. Hartmmark 9-6-55 ‘ 
a. : 
& : 
a 3 
| OHIO SALES TAX EXEMPT 3 
A 2 
in- YOU HAVE CERTIFICATE ON FILE 
Mark and Ship te: ; 
lp E.I. DU PONT DE NEMOURS & COMPANY : Please enter our order as specified above, 
the Order Ne. GA-7959 subject to conditions and instructions listed 
Destination: 2981 Independente Rd. : on both the face and reverse side of this 
Cleveland 13, thie purchase order, 
8: E.I. DU PONT DE NEMOURS & COMPANY 
Cleveland, Ohio (signed) T. W. Harris, Jr. 
» by Tesuing point rec Director- ng ° 
uiries 


N.Dancull 
— —-_ — 





372 DUAL DISTRIBUTION IN AUTOMOTIVE TIRE INDUSTRY 


APPENDIX VI-A 


(Copy of exhibit 6-B) 
Photostate appears on p. 113 


E. I. DU PORT DE NEMOURS & COMPANY 
Wilmington, Delaware 


10/20/55 Purchase Order 
Wo. k2k5 


1. Acknowledge erder immediately. Confirm ship- — 
terms of payment ing date and furnish complete shipping infor- 
mation. 
2. Direct all inquiries to the issuing point 
indicated belew. 
Requested sipping date 3. Furnish packing list fer each shipment. 
. Show purchase order number on each package. 
Correspondence invoice, bill-ef-lading and 
Industrial Tire Ce. packing list. 
3621 East 91 St. S. Prepare four part Du Pont invoice ferm fur- 
Cleveland, Ohie nished yeu and ferward te 
PURCHASING DEPARTMENT 
Wilmington, .Delaware 


: 
x 7x15 Industrial cushien solid tires : $52.52¢1.77 ie 
be pressed en our wheels at eur plant : ‘Fe ET. each 


21 
to 


Confirming phone to Mr. Hartzmark 10-11-55 


: 
OHIO SALES TAX EXEMPT . 
YOU HAVE CERTIFICATE ON FILE 
3 
: : 


P 
E.I. DU PONT DE NEMOURS & COMPANY Please enter eur order as specified 
Order Ne. GA-42h5 : above, subject to conditiens and instrue- 


tions listed on beth the face and reverse 
Destination: 2961 Independence Rd. side ef this purchase order. 


Cleveland 13, thie. t 
E.I. DU PONT DE NEMOURS & COMPANY 


Cleveland, Chie (siened) T. W. Herries Jr. 
Tssuing Point Trector-, ng Dept. 


Direct all 
Inquiries 








